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Deere & Company and its 
subsidiaries manufacture, 
distribute and finance 

a full line of agricultural 
equipment; a broad range 
of industrial equipment 
for construction, forestry 
and public works; and 

a variety of commercial 
and consumer equipment. 
The company also provides 
credit, managed health care 
plans and insurance 
products for businesses 
and the general public. 


Net Sales and 
Revenues 


(in billions) 


Net Income 
(in millions) 


Net Income 
Per Share** » 


Export Sales 94 95 
(in billions) 


96 


DEERE & COMPANY 1996 ANNUAL REPORT 
Financial Summary 


Dollars in millions except per share amounts 1996 1995 
Net Sales and Revenues 
NGUSSell GSRANIG TF BV GLAU ES css srneevcarveievas acces vecseeereGvetictentceoreeeeecsiaoveatsess $ 11,229 $ 10,291 
NGtSSAIESEOT SGU DITISFL savccsetssssssseassessvessvorcsnscaswaveodocs aashusneinscestasssbonedteay eserves $ 9,640 $ 8,830 
Income and Dividends 
Net Income: 
Equipment OPeratiONs .........ccccccsccsssssessssecssseesssseesesssessssseessssesssssessssveeessees $ 610 $ 529 
Credit SUDSICIArICS .........essssesesssssscssssecssssssssssccsssesessssssossssesssesssssuessssssessaes 147 121 
IMSUFANCE SUDSICIATIES .........sscesssessesssssesssssossvesossessossssscsssesossnecorssseesssssonsnse 33 29 
Health Care SUDSICIALICS ...........csccesssssesssssecsssseessssesesssecsssseessssecsssteessseveeessecs 17 16 
Other affiliates oo... cccccceccscsssessssssseesssssseesssssesesssssevsesssssvessssveeessssesessees 10 11 
HUD ers seta seaen en ccricers orecncor rent eeecererem mere meester $ 817 $ 706 
ROTI OFT TIGL SALES sexscassissscasssatssspassansacnssiegsoncneundnsnacns nsecsndoacanticeeiadesstuenniit 8.5% 8.0% 
FQTUME) Ol! AVEFAGE ASSES” aos cvs. ccsnsssssussvaasncracnrsadeaversvovarssinnsaietenwniastaies 9.4% 8.5% 
Return on beginning stockholders’ @qUILY.........ccccccscsesssccesessetssesesesteeeseeeees 26.5% 27.6% 
Per share :** 
GEICO: sssssssovanscusnneednnesaanessnionssssevespiitugedysonsscoinnnudveamuvvensveusewsaveends $ 3.14 $ 271 
DIVIGEMAS COCALO xs ues svstssesenssisvnssveensesevseavivtaccanvmeanassarsenvesecrnancies $ 80 $ 75 
LOCK ONICOM AE -sapsccps eae mentrarrtaonanastieuertmneatmentienerateenisis ies $28'4-45 $20%2-31% 
Assets 
Equipment Operations ........cccscccscessesssessecsessecsesssessesssessvsssessesssssueereeeveesesans $ 6,807 $ 6,687 
Financial Services SUDSIGIALIOS. ..5:+..0sssessseversessacessvseussessevsusssonvenneeneavensceeeeee 7,846 7,160 
TOLL siwesweaaveetsitecasoiaceasansszeesesenonnsosesenssoaner des; cousseatsuesscund teil dbcwncusevennes $ 14,653 $ 13,847 


31 
16 
10 


$ 604 
7.9% 
7.9% 
28.9% 


$ 2.34 
$ 68's 
$ 21-30% 


$ 6,336 
6,445 


$ 12,781 


EE 


* Average assets are based on Deere & Company with Financial Services on the equity basis. 


** All per share information reflects a three-for-one stock split effective November 17, 1995. See page 56. 


*“ Free cash flow is the cash generated from operating activities before cash used for after-tax interest expense, less cash used for investing activities. 


EQUIPMENT OPERATIONS 
$1,213 $896 
$504 
$414 
Cash Flow 
From Operating Free Cash . ied 
Activities Flow*** 94 95 96 
(in millions) (in millions) 


LETTER TO THE STOCKHOLDERS 


Strong Global Performance 
Drives Record Sales 
And Profitability 


© Sales and revenues exceed $11 billion 
e Net income rises 16% to $817 million 
¢ Overseas sales stage strong advance 


Your company achieved another strong performance in 1996. 
Sales and earnings reached record levels for the third consecutive 
year, and key measures of performance such as return on assets 
continued their pattern of improvement. Rising worldwide 
farm incomes, as well as positive economic conditions in 
North America and developing nations, contributed to the gains 
we experienced. These included a 16 Net Income Per Share 


percent increase in net income, to $817 ee $271 - 


million, and a 9 percent improvement 

in net sales and revenues, to $11.2 billion. ne 

The company’s earnings per share also 

increased 16 percent, to $3.14. International operations maintained 

a particularly vigorous pace. Overseas sales were up a robust 

26 percent and exports from the U.S. increased by 21 percent. 
Many of the company’s achievements made during the 

year are covered throughout this year’s annual report. Here, 

however, are a few of the highlights: 

* New product introduction continued at a strong pace during 

the year. Agricultural equipment brought out almost four 

dozen new products for the 1997 sales season, marking its 

largest new product launch ever. At the same time, our industrial 

equipment and commercial and consumer equipment operations 

moved ahead with major growth initiatives in new products 

and new production facilities. 

¢ Market share gains were realized throughout our businesses, 

partly as a result of the success of these new products. 

Agricultural equipment recorded significant increases in major 

product categories such as row-crop tractors and planters. 


Industrial equipment attained higher market share totals for 


its highest-volume products — crawler dozers, excavators, 
four-wheel-drive loaders and backhoes. Our commercial 
and consumer equipment operations achieved higher 
market shares in riding lawn equipment and a variety of 
other key products. 

° Financial services posted record results in 1996 and, with 
net income of $197 million, accounted for almost one- 
fourth of the company’s total earnings. The company’s credit 
and health care operations set records in net income, while 
our insurance business registered a solid improvement. 

* Overseas operations experienced a record year, with sales 
increasing more than $500 million, to $2.7 billion, and operating 
profits rising significantly, to $258 million. Contributing to 
these totals were substantial sales increases in Europe, Australia 
and Argentina, as well as growing demand in developing 
nations. During the year, the company finalized an agreement 
to sell 1,049 combines to the former Soviet republic of 
Ukraine, representing the largest transaction in company 
history. About 600 of the combines were delivered in 1996. 
The company also increased its share of ownership in its 
Mexican and Brazilian operations, in recognition of the 
important long-term growth potential of those markets. 

* Deere’s emphasis on aggressive asset management helped 
bolster our 1996 performance. Return on assets improved to 
9.4 percent, well above the 8 percent threshold we've targeted 
to earn over a business cycle. The company also made excellent 
progress in continuing its recent trend of reducing receivables, 
even while recording significantly higher sales. Specifically, 
dealer receivables as a percent of equipment sales improved 
to 33 percent in 1996, versus 37 percent the previous year. 
Our Aspirations as an Enterprise 

For the last five years in our messages to you, we've stressed 
that Deere & Company’s purpose is to create genuine value. 
Genuine value means managing our businesses in a way 

that creates the highest overall return for our stakeholder 
groups. This leads to superior value for stockholders, increased 
opportunity for employees, greater satisfaction for customers 


and continuing support of the conununities where we operate. 


Hans W. Becherer, Chairman and Chief Executive Officer 


Deere’s recent performance reinforces our view that creating 
genuine value is the proper strategic focus for our company. 
Over the last several years, Deere employees have developed a 
shared understanding of what genuine value is about, and how 
we intend to maintain it. Our plans in this regard are captured 
in the following key corporate aspirations: 

Grow and pursue leadership positions in each 
of our businesses. We are resolved that all of John Deere’s 
businesses, as they pursue ambitious growth plans, will emerge as 
leaders in their markets. Further, we're confident that the substantial 
operating synergies found in Deere’s interrelated businesses 
will help us attain world-class performance, and ensure that 
each of our operations delivers returns greater than the cost of 
invested capital. Importantly, we also intend to exceed customer 
expectations for quality and value, in order that our customers 
view John Deere as the provider of choice in our markets. 

Extend our preeminent leadership position in 
agricultural equipment markets worldwide. We're 
capitalizing on the tremendous opportunity that exists today to 


extend the John Deere brand into many new areas of the world, 


as growing world economies create more demand for 
agricultural commodities. To this end, we're developing new 
markets for our exports from the U.S. — as illustrated by our 
recent sales to Ukraine and Kazakhstan — and expanding 
our production capabilities to new locations. On the product 
side, we're designing new product platforms that can be 
easily adapted to meet the agricultural needs of a variety of 
existing and emerging markets. Our goal is straightforward: 
We are intent on extending our company’s highly regarded 
franchise in agricultural equipment to every corner of the world. 
Create new opportunities to leverage the John 
Deere brand globally. At the same time, we believe positive 
economic factors are creating attractive prospects for our other 
operations. Growing economies, for instance, are resulting 
in strong markets for industrial and construction machinery. 
In many nations, there is growing demand for diesel engines 
with superior emissions and fuel-efficiency characteristics. 
Also, golf is becoming increasingly popular in parts of Asia, 
contributing to significant increases in sales of golf and turf 
equipment. As equipment demand mounts, so does the need 
for flexible, innovative financing. Thus, John Deere Credit has 
become the first of our financial services to expand outside 
of the U.S. and Canada and is now financing sales of our 
products in Mexico and the United Kingdom. 
While Deere & Company’s aspirations are setting the 
strategic direction for our company, we are following them 


up with ambitious action plans and metrics to track our 


progress. In our quest to add economic value, our key financial 
benchmarks remain 8 percent ROA and 7 percent annual sales 
growth over a complete business cycle. We're also continuing 
to measure and respond to other important areas such as 
customer loyalty, quality, and excellence in product and 
environmental responsibility. To an increasing extent, we are 
linking compensation programs to the progress being made 
in these areas. 

Businesses Working Together 

We are pursuing the fulfillment of our corporate aspirations 


through our well-balanced lineup of eight interrelated 


ut 


businesses. By organizing our operations into smaller segments 
with their own management and performance metrics, a process 
started some years ago, we’ve made dramatic progress accelerating 
decision making, promoting efficiency and improving market 
responsiveness. At the same time, these operations work well 
together in support of the company’s objectives for profitability 
and growth. 

John Deere should not be confused with a portfolio 
company made up of assorted, typically unrelated enterprises. 
To the contrary, the allied and interdependent nature of our 
businesses allows them to achieve higher returns than would be 
possible functioning entirely on their own. Throughout this year’s 
annual report, you'll find examples of how this interconnectivity 
contributes to our company’s growing competitive edge and 


gives Deere its own unique identity. 


Continuous Improvement & Profitable Growth: 
Keys to the Future 


As we move ahead in the pursuit of genuine value, we continue to 
follow twin strategies of continuous improvement — embodying 
innovation, efficiency, effective business processes and a passion 
for excellence — and profitable growth, which is being accom- 
plished through the global pursuit of new markets and products. 

Nothing stands as a better illustration of Deere’s commitment 
to continuous improvement than our long record of investment 
in capital programs and research and development. In 1996, 
Deere invested a record amount of some $650 million in these 
areas, including $370 million for R&D alone. Such figures are 
evidence that Deere is working to achieve maximum success, 
not for a year or two, but over the long run. Thanks to our 


Overseas Sales 
(in billions) 


commitment to strategic investment 
$2.7 


$1.8 $2.2 - 
ae 


Continuous improvement initiatives are setting the stage for 


through all phases of the business cycle, 
we're able to capitalize on today’s positive 
economy with major new-product 


launches in virtually all our business lines. 


our other strategy — that of profitable growth. New products 
and new markets are certainly part of our growth strategy. But as 
our performance in 1996 indicates, one of the most important 


elements is the increasingly global nature of our operations: 
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° In rising 26 percent to $2.7 billion, Deere’s overseas sales 
accounted for more than one-fourth of the company’s total 
equipment sales in 1996. That makes today’s overseas sales volumes 
larger than the entire company’s sales only two decades ago. 

¢ As noted earlier, Deere finalized its largest single sales 
contract ever, involving $187 million of combines to Ukraine. 
Early in fiscal 1997, we announced a $114 million contract for 
the sale of combines and cotton pickers to Kazakhstan, another 
former Soviet republic. 

¢ Thanks in large part to a relaxation of trade barriers, John 
Deere began manufacturing tractors in Brazil, Latin America’s 
largest agricultural market. These tractors have a true global 
flavor, incorporating engines from Argentina and powertrain 
components from North America, Europe and Asia. 

* The company broke ground for a new diesel-engine factory 
in Mexico, supplying additional production capacity for the 
company’s popular 300-series engine. 

* We opened an office in Beijing, and are pursuing special 
initiatives in China involving the production and sale of 
agricultural equipment. 

Investor Confidence Rewarded 

Deere & Company has completed three consecutive strong 
years. During this time, we've earned in excess of $2 billion, 
while continuing to lay the groundwork for future growth. In 
this regard, we've introduced dozens of new products, while 
expanding our operations, streamlining our business processes 
and making strides in asset management. 

John Deere’s recent accomplishments have not gone 
unnoticed on Wall Street. Shareholders, in fact, have been 
well-rewarded for their investment in our company. For fiscal 
1996, Deere shareholders realized a total return (share-price 
appreciation plus dividends) of 43 percent, versus 24 percent 
for the Standard & Poor’s 500-stock average and 27 percent 
for the S&P index of diversified machinery. Over the longer 
term, for the 10 years ending October 31, our annualized 
total shareholder return was 22 percent versus about 
15 percent for the S&P 500. Additionally, in an effort to 


promote further shareholder value, the board of directors 


in 1996 authorized the repurchase of up to 
$500 million of the company’s common 
stock. The purchase of $200 million of 
shares under this program was completed 
during fiscal 1996. 


Encouraging Outlook for 97 

By virtually every indication, John Deere is poised for another 
solid year. Based on the present outlook for a strong domestic 
economy, healthy agricultural markets and further improvements 
in living standards in developing nations, we expect further gains 
in sales and earnings in 1997. 

The agricultural sector looks especially bright as better diets 
and rapid income growth in Asia and Latin America continue 
fueling demand for farm commodities. Also, many U.S. farmers are 
being helped by direct government payments that are unrelated 
to grain prices. This phase-out program for farm subsidies added 
more than 15 percent to farm incomes in 1996 and is expected to 
have about the same impact in 1997. At the same time, John Deere 
expects to realize considerable benefits from recently introduced 
agricultural equipment, most of which is coming to market for 
the 1997 sales season. Initial response has been encouraging 
to products such as our all-new four-wheel-drive tractors, self 
propelled sprayer and an expanded line of hay equipment. 

Industrial equipment sales should benefit from a growing 
economy and reasonably low interest rates in 1997. Further, the 
division is expected to see improvement from efficiency gains, 
aggressive product launches including new backhoes and four- 
wheel-drive loaders, and stepped-up emphasis on after-market 
excellence. Sales volumes in commercial and consumer equipment 
are expected to increase moderately assuming a return to more 
normal weather patterns, growth of the Sabre brand and general 
economic expansion. Over the longer term, these operations will 
benefit from an ongoing focused investment in new products and 
production facilities. 

On the financial services side, we're confident that healthy 
demand for John Deere equipment, plus the positive impact of 
new financing options and growth initiatives, will lead to another 
good performance from John Deere Credit in 1997. While the 


insurance industry remains highly competitive, the John Deere 


We are intent on 
extending our company’s 
highly regarded franchise in 
agricultural equipment to 
every corner of the world. 


Insurance Group’s focus on core markets, 
combined with quality and customer service 
efforts, provides a solid foundation for 
future growth. John Deere Health Care is 
continuing to deliver high quality, cost- 
effective health care to its growing list of 
client companies, while helping Deere & Company effectively 


manage its own health care costs. 


The Foundation of Our Success 
Our company’s pursuit of genuine value as our primary strategic 
initiative provides a strong point of focus. In reaching to create 
value for our many constituencies, we have embarked on a series of 
exciting journeys that are fundamentally remaking our enterprise. 
For example, a strong company-wide total quality program 
continues to expand and intensify, yielding improved customer 
responsiveness, shortened cycle times, and reductions in costs and 
asset levels. Similarly, our effort to pursue profitable growth is 
taking us into dynamic new global markets of tremendous potential. 
As we pursue these initiatives, we continue to be impressed by a 
fundamental fact: the more we accomplish, the more we see virtu- 
ally unlimited opportunity for further improvement and growth. 
In recounting the company’s excellent performance and 
positive outlook, we should bear in mind that none of our 
achievements would be possible without the loyalty of our 
customers and devoted service of our dealers. Much of the credit 
for our success, too, must go to the 34,000 John Deere employees, 
who are investing their creativity and energy in enhancing 
Deere’s position in the vanguard of great American enterprises. 
Their efforts, applied against the tremendous array of opportunities 
we see, give us the confidence to say that the best years of 


Deere & Company still lie ahead. 


Very truly yours, December 4, 1996 


he CF HiLnes 


Hans W. Becherer 
Chairman and Chief Executive Officer 


How Deere’s 
Businesses 
Work Together 
To Drive Growth 


e John Deere’s reputation — 
for enduring quality, innovation 
and honest value — 
adds to the credibility and 
market acceptance of 
all products and services 
bearing the Deere name. 


e Equipment operations share 
many of the same engines, 
axles, transmissions, castings 
and hydraulic cylinders. 


e Common distribution systems 
provide parts for the servicing 
and after-market support of 
Deere equipment. 


e Many John Deere dealers offer 
equipment and services from 
several of the company’s 
business lines. This includes a 
variety of financing options. 


e Operations benefit from 
shared staff services and 
expertise such as purchasing, 
engineering and technology, 
systems, insurance and 
health care services, as well 
as human resources. 


* Financial results for Power Systems are 
included in the Industrial Equipment Division. 


BUSINESS 


Agricultural Equipment 


Industrial Equipment 


Commercial & Consumer 
Equipment 


Power Systems * 


BACKGROUND 


First product was world’s original self- 
scouring steel plow, 1837; global leader in 
agricultural equipment since 1963. 


First industrial-type equipment sold in 
1920s; separate division since 1958. 


First lawn equipment manufactured in 
1963; separate division since 1991. 


First Deere-produced engine dates to 
company’s original tractors, 1918; 
Deere Power Systems Group since 1985. 


Parts 


Provided to John Deere equipment 
customers since founding of company. 


Credit 


Insurance 


Health Care 


Financing of Deere products started in 
1880s; John Deere Credit established 1958. 


Insurance coverage first offered to 
John Deere dealers, 1969. 


First company-sponsored HMO formed 
in late 1970s; John Deere Health Care 
established 1985. 


KEY PRODUCTS 


Full line of farm machinery, 
including four-wheel-drive, 
row-crop and utility tractors; 
combines and cotton pickers; 
seeding, tillage and hay equipment. 


MAJOR CUSTOMERS 


Farmers, large and small, around the 
world, including commercial, or custom, 
harvesters and baling operations. 


Construction and forestry 
equipment, such as backhoes, crawler 
dozers, four-wheel-drive loaders, 
excavators and log skidders. 


Lawn and garden tractors, commercial 
and home lawn mowers, utility 
tractors and vehicles, golf and turf 
equipment, hand-held power products. 


Diesel and natural gas engines; 
transnussions; powertrain components. 


Warehouses and distributes nearly 
300,000 different parts for John 
Deere and other makes of equipment. 


Retail and wholesale financing, 
leasing; revolving credit 
and crop production loans. 


Property/casualty insurance, 
specialized coverages. 


Utility, underground, and earthmoving 
contractors; rental companies, municipali- 
ties, loggers and other forestry specialists. 


Homeowners, commercial mowing 
and grounds care operations, golf courses 
and farmers. 


John Deere equipment divisions, plus 
other original equipment manufacturers; 
also, makers of stationary equipment such 
as irrigation pumps and generator sets. 


Owners/operators of John Deere 
and other makes of farm, industrial and 
lawn-care equipment. 


On retail level, farmers and owners of 
industrial and grounds care equipment, as well 
as yacht and motor-home owners. At whole- 
sale, dealers of construction machinery, 
Sabre lawn care equipment, engines, manu- 
factured housing and recreational vehicles. 


John Deere equipment dealers, auto dealers, 
long-haul truckers, and niche markets. 


Managed health care services, including 
Heritage National Healthplan 
and John Deere Family Healthplan. 


John Deere employees, as well as about 
300,000 employees of some 900 other 
companies and government agencies 
in eight states. 


1996 HIGHLIGHTS 
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Sales gain 16%, to $6.1 billion; operating 
profit up 28%. Export and international 
sales stage strong rise. Largest new product 
launch in company history. 


Sales up slightly, to $1.9 billion. Market 
share gains made in major products. 
Rental business grows; new product 
development continues at strong pace. 


Sales off 3%, to $1.6 billion. New- 
product and growth initiatives advance. 
Market share grows for major products; 
Sabre brand introduced. 


Sales up for both internal and externally 
sold engines; larger PowerTech engines 
introduced, extending horsepower range 
to 500 hp. Construction under way of 
Torreon, Mexico, engine plant. 


Sales move higher in response to strong 
environment for equipment sales. Computer 
links between customers and dealers 
expand; other technology tools speed 
communication and increase sales. 


Strong equipment markets spur 21% 
earnings gain; portfolio of receivables 
and leases administered up 12%. 
International operations expanded. 


Earnings climb as benefits of more 
focused markets and specialty-type coverages 
are realized. 


Revenues and earnings rise. 
Further progress made in helping 
Deere manage health care costs; 
Managed care enrollment rises 25%. 


EQUIPMENT OPERATIONS REVIEW 


Healthy Farm Economy 
Drives Ag Equipment Sales 


° Sales top $6 billion 


° Operating profit registers strong increase 


° New markets being pursued 


A strong agricultural economy helped lead to record results in 
1996 for the Worldwide Agricultural Equipment Division, 
John Deere’s largest business. Worldwide sales rose 16 percent, to 


$6.1 billion. Operating income was $821 million, up 28 percent. 


Overseas sales were a highlight, posting an increase of 31 percent. 


The overseas improvement was broad-based, but sales gains 


New Four-Wheel-Drives Pack More Muscle; 
Show Supportive Nature of 
Deere Operations 


were particularly impressive in Europe, as well as Argentina 
and Australia. 

In rising 8 percent, North American agricultural equipment 
sales reached $3.8 billion. Sales volumes were higher for 
most product categories with tractors and seeding equipment 
showing the biggest increases. North American sales benefited 
from improved farm incomes as a result of higher crop prices, 
more acreage under cultivation and above-average yields. 
Cash income for farmers in the U.S. and Canada was expected 
to rise about 15 percent in 1996, virtually equaling its previous 
high. North American acreage under cultivation increased 
5 percent. Comments Bernie Hardiek, president of the 


Worldwide Agricultural Equipment Division, “Rising farm 


As one of John Deere’s flagship products, the all-new 
9000-series tractors are a good example of how the 
company’s businesses work together to produce and 
market new products and lend service support. For 
starters, the 9000-series tractors — which muster up 
to 425 horsepower — are equipped with Powerlech 
engines from Deere’s own engine works in Waterloo, 
lowa. The standard axles and transmissions, too, are 
made by Deere in Waterloo. Hydraulic cylinders, respon- 
sible for the machines’ capacity to do heavy lifting, are 
produced at Deere facilities in Moline, Illinois. These 
components also are used in other kinds of John Deere 
equipment and are sold externally in some cases. 

On the customer side, purchasers of 9000-series 
models are likely to receive financing or leasing 
assistance from John Deere Credit. Many dealers are 
protected against property and casualty loss by Deere’s 
own insurance organization. Should the tractors require 
parts, an extensive parts and after-market operation 
is standing by to deliver, often overnight. 

Finally, there’s Deere’s 160-year track record 
for reliability and honest value. It gives customers 
a well-founded sense of confidence in the new 9000 
series and in all products and services bearing the 
John Deere name. 


incomes, and a generally strong agricultural outlook, are definitely 
contributing to increased purchases of our farm equipment.” 
John Deere again in 1996 produced more than half of the large 


Agricultural Equipment tractors and self-propelled combine 
Operating Profit 


(in mations) harvesters sold in North America 


$821 and gained market share in 
$643 : : 
$553 most farm equipment products. 
sas " Sales advanced in other parts 
' " of the world as well. Healthy gains 
94 95 96 . 


were reported from Australia, 
Deere’s largest overseas market outside of Europe, where 
sales of John Deere equipment have increased by more than 
50 percent in the last two years. Australian farms, which cover 
several thousand acres on average, are well-suited for John 
Deere’s large tractors and combines. 

Argentina sales rose by some 60 percent in 1996, and are up 
five-fold in the 1990s thanks to a relaxation of trade restrictions 
and good market acceptance of John Deere products. “Argentina 
is quickly developing into one of our most important overseas 
sales markets,” says Dave Everitt, who’ responsible for sales in 
Latin America, Australia and much of Asia. 

In Mexico, sales recovered somewhat from depressed 
levels of 1995. Most of the company’s sales in Mexico are of a 
smaller, utility-type tractor manufactured at a factory in Saltillo. 
Because of the growing importance of Mexico’s agricultural 
equipment markets, John Deere increased ownership in its 
Mexican subsidiary to nearly 100 percent. 

In China, progress was made toward establishing a joint 
venture for combine production. While the company’s combine 
technology has been licensed in China since the early 1980s, 
this would be the first ttme Deere had an ownership interest in 
a Chinese operation. John Deere also opened an office in 
Beijing during the year to help spearhead commercial ventures 
in the country. 

Product innovation, long a company attribute, moved 
along at a strong pace in 1996. Almost four dozen new products 


and product improvements were announced, marking Deere'’s 


PSII! JOHN DEERE 9500 


Ukraine-Bound Combines Pace Exports 


Leading the advance in John Deere farm equipment exports in 
1996 was the sale of 1,049 combines to Ukraine, a former Soviet 
republic located in eastern Europe. About 600 of the combines 
were shipped in 1996, with the balance expected to be delivered 
in ’97. The Ukraine-bound combines are the same Maximizer 9500 
models, made in East Moline, Illinois, that have been setting 
standards for efficiency and productivity in the United States 
and other nations since the late 1980s. Each unit has a 22-foot 
grain platform and an 8-row corn head. (Combines awaiting 
shipment are shown above in Charleston, South Carolina.) 

In support of the transaction, Deere technicians were 
dispatched to Ukraine, to assist in training service personnel 
and combine operators. They also are helping with the start-up 


of parts depots and service locations. 


Square Baler Gives Deere 
Advantage In Commercial Hay Market 


largest new product launch. Included was a line of four-wheel- 
drive tractors, a tracked version of the popular 8000-series 
tractors, an updated version of the well-received 7000-series 
tractor line, a 180-horsepower self-propelled sprayer and new 
commercial hay equipment. 

The 9000 series — four models of new four-wheel-drive 
tractors — feature increased power, improved fuel economy, 
greater operator comfort and easier servicing than the models 
being replaced. Tracked versions of the 8000 series offer many 
of the same features as other 8000-series models, but use rubber 
tracks rather than tires for movement. The 7000 TEN series 
tractors have new, more powerful engines and feature a number 
of ergonomic improvements. John Deere’s new 750-gallon 
sprayer, the model 4700, is designed for large farms and 
commercial uses. Newly introduced hay equipment includes 
several baler models and a self-propelled windrower. 

The sprayer and hay tools are an expression of Deere’s 
increased focus on larger farms and commercial-sized operations, 
both of which are noted for their growth potential.“Our objective 
is to be the provider of choice of the broadest possible range 


of agricultural equipment,” remarks Bud Porter, senior vice 


John Deere is set to expand its role in the com- 
mercial hay market — and has introduced several 
new products to get the job done. Consider the 
model-100 large square baler, a machine ideal 
for custom-hay operations and large farms. 

It’s designed to produce massive square bales — 
up to 8 feet in length and 31.5 inches square, 
weighing 1,000 pounds. That's the bale size and 
shape preferred by commercial operators for 
ease of shipping and storage. Complementing the 
square baler, John Deere has introduced a heavy- 
duty self-propelled windrower — the model 4890 
— and new auger platform. Both are designed 
to make quick, clean work of tough haying jobs. 


president of North American marketing. “With an expanded 
lineup of hay tool equipment, and a state-of-the-art sprayer, 
we're now in a much better position to serve commercial 
customers.” 

Central to the acceptance of new products — and to the 
continuing success of existing ones — is the John Deere dealer 
network. “Dealers are one of our most important assets,” states 
Porter. “There’s no question the parts, services and information 
they provide have contributed a great deal to the reputation and 
performance of our products over the years.” Deere customers 
are supported by hundreds of John Deere dealers and tens of 
thousands of employees around the world, including 1,700 
dealers and 30,000 dealer employees in North America. 

The Agricultural Equipment Division’s growth plan focuses on 
expanding markets domestically and in developing nations, while 
moving aggressively to update existing products and introduce 
new ones. New products will target both existing markets — 
as in the case of the new sprayers and commercial hay tools — 


as well as entirely new markets, such as peanut harvesting. 


Overseas efforts are concentrated on building 
markets in developing nations of Europe, Latin 
America and Asia. About one-third of Deere’s 
worldwide agricultural equipment sales in 1996 
came from overseas operations. Foreign and 
export sales are expected to figure prominently 
in the division’s growth strategy over the next 
few years, Hardiek says. 

In another international development, SLC-John Deere, in 
which Deere holds a 40 percent interest, began producing 
medium-sized John Deere-brand tractors in Brazil. The venture 
marks the company’s entry into the Brazilian tractor market, 
which is Latin America’s largest. 

Also in 1996, Deere finalized a contract for the largest 
transaction in company history — a $187 million combine sale 
to the former Soviet republic of Ukraine. About 600 of the 
1,049 combines involved were shipped during the year. Hardiek 


regards former Soviet states as being particularly attractive. 


Green-and-yellow tractors are now rolling 

off the assembly line and making a name for 
themselves deep in the heart of Brazil. 
Produced at Deere’s SLC affiliate in Horizontina 
are five models with a horsepower range of 

75 to 125. In size and design, the tractors are 
similar to models of the 6000 and 7000 series. 
Trade restrictions had formerly discouraged 
Deere from being a major factor in the Brazilian 
tractor market. With today’s freer trade policies, 
however, it’s possible for tractors to be assem- 
bled at SLC, using engines from Argentina, 
and powertrain components from the United 
States, Germany and Japan. The tractors are 
sold in Brazil and also exported throughout 
the region. Result? A sturdy, dependable 
product helping farmers be more productive 

in Latin America’s largest agricultural market. 


“John Deere dealers 
have contributed 
a great deal to 
the reputation 
and performance 
of our products 
over the years.” 


“Our equipment is used there to harvest the 
same type of crops grown in North America, in 
fields of similar size. This fits well with our 
traditional strength in larger, highly productive 
machinery,” he comments. 

The growth outlook remains positive for 
the agricultural equipment sector, according to 
Hardiek. “We're experiencing good market 
acceptance for our new tractors, hay equipment and conunercial 
sprayers,” he says. Equipment sales are also expected to benefit 
from the recent “freedom to farm” legislation. Enacted in 1996, 
the law eliminates most subsidies and removes most of the gov- 
ernment’ restrictions on crops. Thus farmers have more latitude 
in responding to market signals and maximizing their incomes. 

Appraising 1997, Hardiek says Deere’s agricultural equipment 
operations should benefit from this strong economic climate, 
from a continuing new product launch and by moving aggressively 


to establish a presence in developing parts of the world. 


Brazilian Tractor Market Opens to John Deere — 


Strong Construction Activity, 
New Products Benefit 
Industrial Division 


° Sales show improvement 
¢ Markets remain strong for key lines 
° New loader and backhoe introduced 


John Deere’s Worldwide Industrial Equipment Division moved 
ahead in its efforts to improve product support, increase market 
share and revamp its lines of equipment. For the year, sales 
advanced 2 percent to $1.9 billion. Operating profits fell 6 percent 
due to expenses associated with the development of new engines, 
although results from the division’s core sector of industrial 


and construction equipment improved. 


The industrial division continued to make progress in 1996 
toward reducing its break-even point. That’s an important 
achievement given the traditionally cyclical nature of the business. 
According to Pierre Leroy, president of the Worldwide Industrial 
Equipment Division, a number of actions are being taken to 
achieve lower costs, higher sales and more consistent profits. 
These include the introduction of new and improved products 
that are less costly to manufacture, increased manufacturing 
efficiency and better asset utilization. “We're committed to 
improving all our business processes on a continuous basis,” 
comments Leroy. “This will allow us to develop better, faster 
solutions for our customers.” Further, he notes, “We're particularly 
proud of the dramatic increase in economic value-added in 
our division’s core machinery sector,” referring to a measure of 
return that’s above the company’s cost of capital. 


The division’s four-year product development 


“We're committed to 


Results were boosted by continuing 
strong demand for construction equipment, by 
more efficient operations, and by the success 
of recently introduced products. Performance 
also was aided by a healthy national economy, 
relatively steady interest rates and increased 
housing starts. The division’s sales of industrial 
and construction equipment are particularly 
sensitive to these factors, as well as to changes in the overall 
level of construction activity. 

Markets for the division’s highest-volume products — 
backhoes, excavators, four-wheel-drive loaders and crawler 
dozers — were strong in 1996. Sales of most of the division’s 
50-plus products rose and, in several cases, important market 
share gains were made. Reception of the new C-series crawlers, 


introduced in mid-1995, was especially strong. 
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improving all our 
business processes on a 
continuous basis... 
allowing us to develop 
better, faster solutions 
for our customers.” 


program moved ahead in 1996, with the intro- 
duction of updated four-wheel-drive loaders and 
backhoes, which are among its most important 
product lines. The program — involving a total 
of $250 million in capital investment and new- 
product development — is the division’s largest 
commitment to new and updated products 
and state-of-the-art production practices. 
Comments Leroy, “By 1998 we expect to have redesigned and 
improved our entire product line. This will allow us to prof- 
itably grow both our business, and that of dealers.” 

In another development, the division realized encouraging 
results from its investment in Sunstate Equipment Corp., 
a regional rental company based in Phoenix, Arizona. Sunstate 
nearly doubled its number of rental locations in 1996 and 
increased purchases of John Deere machines. “The rental market 
represents a natural extension of our customer base,’ Leroy 
states. “It is important that we find a way to participate while 


benefiting all our business partners.” 


wel 


Deere continued to build and strengthen its partnership 
with dealers in 1996. Says Leroy, “This partnership, which 
includes each individual dealer, the entire dealer network, and 
the industrial division, is vital to our success.” In this regard, 
he notes that a stronger partnership “benefits customers by 
developing better solutions to their problems and improved 
product support.” 

Providing enhanced product-support capabilities is a 
centerpiece of the division’s growth strategy and is regarded as 


a key to increasing sales and market share. Comments Leroy: 


New Backhoes Bolster Key Line 


“Superb machines that will bring great value to their 
users,” is the way Jim White, senior vice president 

of marketing and sales, sizes up the new 310E and 
SI0SE backhoe loaders. Enhancements to these 
popular 14-foot machines, being introduced for the 
1997 selling season, include more powerful engines, 
greater lift capacities and digging forces, as well 

as faster transport speeds. The 310s feature John 
Deere PowerTech 4.5 L engines, with a turbocharged 
version standard for the SE. 

The E-series, further, illustrates how the division's 
new products give customers the latest in features, 
comfort and technology while bringing efficiency 
improvements on the production side. The new back- 
hoes are produced by a reorganized “factory ina 
factory” at John Deere’s Dubuque, lowa, location. 
There, all manufacturing steps take place in one area. 
Typical results: better quality, less inventory and faster 
cycle times. Larger models of E-series backhoes are 
scheduled for introduction later in 1997. 


“We intend to distinguish our dealers as one-stop service providers 
for all models and brands of industrial equipment.” In support 
of this goal, Deere is pursuing arrangements that would give 
dealers access to a broader selection of parts and components. 
Significant steps also were taken during the year to refine 
and enhance the division’s understanding of its customers. “We're 
moving aggressively to know our customers and their needs in a 
manner that gives Deere a competitive advantage,” Leroy says. An 
example is a program that invites professional heavy-equipment 
operators to participate in the product development process. 
Other examples include customer “fly-ins,” which in 1996 


brought over 3,000 existing and potential customers to exchange 


tion” Loaders Set 
andards 


cluding the first machine specifically 
handling situations. “The 744H is 
ion of wheel-loaders addressing 


‘onic power management,” says 
ice president of manufacturing. 
MH models, which are manufac- 


, replace the rugged 744E 
pan. Equipped with the new 12.5 L 
d loaded with the latest technology, 
ctive than the previous model — 
can be moved in fewer trips. The MH 
model is designed to meet growing 


for higher lift and reach capabilities and 


44H models show how the industrial 

with John Deere’s other operations. 
draulic cylinders are produced by 
of these same components add 

ability to other John Deere equipment. 


ideas with Deere personnel and view the division’s entire 
product line. Also, an extensive study involving nearly 1,000 
key customers was carried out in order to better identify 
customer needs for industrial equipment. 

In another development, Deere strengthened its 
collaboration with Hitachi Construction Machinery Co., Ltd., 
of Japan. Deere and Hitachi have produced excavators, 
loaders and other equipment in the United States and 
Japan for a number of years. In cooperation with Hitachi, 
the division moved ahead with plans to relocate production 
of smaller excavators from Japan to Mexico. Manufacturing 
is expected to begin in early 1997. The move will improve 
Deere’s competitive position in the excavator market 
through lower costs, reduced delivery times and less 
currency exposure versus the Japanese yen. 

The Deere-Hitachi joint venture is scheduled to begin 
manufacturing larger excavators at production facilities in 
North Carolina by 1998. Further, the two companies are 
continuing to pursue ventures overseas, notably in rapidly 
developing nations in Asia. Such efforts are normally 
built around Hitachi-designed excavators and Deere- 
designed four-wheel-drive loaders and other construction 
equipment. 

Keys to future growth include strengthening the 
division’s partnership with dealers and customers, 
enhancing product support, and achieving further gains in 
continuous improvement and total quality. Above all, 
the division is committed to creating a marketing-driven 
culture based on satisfying customer needs for construction 
and forestry machinery. States Leroy, “We intend to 
demonstrate that we have a superior understanding of our 
customers’ requirements, and that we can move quickly 


to develop solutions for those needs.” 


(Financial results for the Industrial Equipment Division include the Power Systems 
Group, whose operations are discussed on pp. 20-21.) 


Market share gains recorded 
Innovative distribution system launched 
New product investments in high gear 


Deere’s Worldwide Commercial & Consumer Equipment 
Division (CCE) moved ahead with new products, growth 
initiatives and improvements in market share in 1996, in spite of 
a difficult sales environment for many products. Formerly known 
as Worldwide Lawn & Grounds Care, CCE sales were down 
slightly, to $1.6 billion. Operating profit decreased 28 percent, to 
$118 million. The profit decline was related to higher expenses 
associated with new product development and growth efforts, 
as well as the effect of starting up a new distribution system for 
lawn and garden products. 

At the same time, CCE continued the most comprehensive 


set of new and updated product programs in its history, and 


began marketing the new ‘Sabre by John Deere’ line of mowers 
and lawn tractors. The division’s name change was made in 
response to the increasing role of commercial products in CCE’s 
sales and its growth plan. 

CCE is made up of three operating segments — commercial 
products, lawn and garden, and consumer products. In showing an 
increase for the year, commercial sales benefited from continued 
growth in golf and turf equipment, Gator utility vehicles, utility 
tractors including the highly successful 5000 series, and skid- 
steer loaders. Market share gains were reported in all these areas. 

The start-up of a new distribution center reduced sales in the 
lawn and garden segment, which manufactures premium lawn 
care equipment. However, sales of riding lawn equipment were 
higher and experienced a significant market share increase in spite 
of a steep decline in industry shipments for these products. 

Sales remained about the same for the consumer segment, 
which manufactures and distributes hand-held equipment 
and has responsibility for Sabre and Homelite products. Many 
of these products are sold through mass merchandisers and 


national retail outlets. 


Diesel Gator Offers 
Rugged Performance 


Already a huge hit, John Deere’s Gator 
utility vehicle line was expanded in 1996 
with the addition of the diesel 6x4 model 
(that’s six wheels, with four-wheel-drive). 
Equipped with a 3-cylinder, 18-horsepower 
diesel engine, the newest Gator has 
Slightly more power and torque than 


gasoline-powered Gators. Also, at 1,400 
pounds, it sports a healthy increase in 
payload and towing capacity. All Gators — 
whether the 4x2 or 6x4 gasoline models, 
or the new diesel 6x4 — are ideal for 
carrying loads or roaming about in muddy, 
swampy or just plain rugged places. 


ch Services, located in Westminster, Maryland, shows how Deere’s businesses 


ort each other in meeting a full range of customer needs. Bill Finch, along with 
ons Brad, Dan and Ray, operate four locations in Maryland and Pennsylvania — 
and they're as comfortable selling lawn mowers as mower conditioners. That’s 


In addition, during the year CCE proceeded 
with the most aggressive new product development 
and capital spending program in its history. This 
program is expected to lead to a significant number 
of new products in coming years, such as lawn 
and garden tractors, commercial mowers, and golf 
and turf equipment. In addition, construction 
began on two new facilities for the production of 
commercial mowing, golf and turf, and worksite- 
related equipment. The facilities, located in North Carolina 
and Tennessee, are expected to be in operation in 1997. 


Though the full benefit of CCE’s current investments won't 


be realized until 1998-99, a number of products debuted in 1996. 
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because even though Finch sells agricultural 
equipment, a sizable share of business 
comes from commercial and consumer prod- 
ucts. The LX lawn tractor is especially popular 
in his increasingly suburban market, Bill says. 
Plus, Finch is one of Deere’s charter golf 
and turf dealers, having served golf courses 
throughout the Mid-Atlantic area since 1986. 
On the ag side, the Finches sell mainly 
medium-sized tractors such as the 6000 
and 7000 series. By selling and servicing 
a variety of John Deere equipment, 
dealerships such as Finch Services show 
how Deere’s operations work together 
in support of company-wide growth and 
improved profitability. 


These included some 25 new hand-held products 
such as blowers and string trimmers introduced 
under the John Deere brand. In all, 43 products were 
introduced by the division, bringing the total brought 
to market over the last decade to 188. 

As part of the division’s strategy of developing 
multiple brands, two new walk-behind mowers 
and four lawn tractors were introduced under the 
Sabre name. These are sold by home centers, national 

retailers and select John Deere dealers. Sabre products had a 
positive reception from customers, especially at the dealer level, 
without sacrificing sales of John Deere-brand products. 

In addition, a new central distribution process was placed 


in operation late in the year for lawn and garden tractors and 


mowers. By establishing a common “staging area,” or point 
of origination, for shipments to dealers, the system will 
contribute to faster, more accurate dealer deliveries and 
lower inventories. The start-up of the distribution system, 


however, caused a reduction in sales 


(in millions) late in the year as shipments that 
—_— ordinarily would have been sent to 
$27 dealers, and recorded as sales, were 
' directed to the central distribution 
94 (95 «(96 


site for delivery at a later date. 
According to Mark Rostvold, CCE senior vice president, the 
goal is to create a “pull” distribution system that “allows us to 
better match our factory-build schedule to orders.” From the 
customer standpoint, he adds, “This means filling orders more 
quickly in response to an individual’s requirements.” In the 
past, products sometimes were routed through several dealers 
before reaching the final customer. The central distribution 
concept is under review for similar application by other CCE 
product groups. 

Well into the most aggressive growth and investment 
program in its history, CCE is setting the stage for higher sales 
and profits in future years. Comments Fred Korndorf, CCE 
president, “We regard 1996 and 1997 as investment years, 
which will give rise to profitable new products and an 
expanded presence in our markets.” Although all the division’s 
businesses are expected to benefit from these growth 
initiatives, Korndorf says commercial products are likely to 
experience the highest growth rate as a result of increased 
emphasis on skid-steer loaders and other commercial worksite 
equipment. “We're confident that our investment in new 
facilities and new products, which is unprecedented in the 
division’s history, will strengthen our leadership position 


in the markets we serve.” 


Innovative Garden Tra 
Score Market Gains 


Good looks and fine features go a long way 
why John Deere sales of lawn and gard 
in 1996, even as industry sales stumble 
models of the 300 series are a case | 
mid-sized (17- and 18-horsepower) trac 
features such as cruise control and pow 
model), plus a convenient implement- 
makes quick work of adding a mower de 
a tiller. An immediate success when it de 
300 series has seen sales increase by 
comparison with the previous model. Tear 
selling GT series and the huskier 400 se! 


out a proud lineup of premium lawn and ga 
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Sales rise 15% 
PowerTech introduction moves ahead 
New production facility announced 


es Volumes — It was another year of solid growth 


for Deere’s Power Systems Group 


OEM 37% (DPSG), which manufactures 


and sells engines and powertrain 
Deere 63% 

components. Overall sales were 
up 15 percent, thanks to increased demand for John Deere 
agricultural and industrial equipment, which features Deere-made 
engines, as well as rising engine sales to original equipment 
manufacturers (OEMs). OEM sales rose 13 percent. 

In addition, four new engines were introduced, expanding 
John Deere’s power range to 500 horsepower. The new 
PowerTech 12.5 L and 10.5 L diesel engines, largest in Deere 
history, are being used in the company’s new 9000-series 
four-wheel-drive tractors and in industrial equipment such 
as new H-series four-wheel-drive loaders. Newly introduced 
4.5 L and 6.8 L models are finding wide use in other agricultural 
and industrial products. “With the introduction of these 
four new PowerTech models, we’ve 
completed the most extensive engine 
redesign and updating program in the 
division’s history,’ comments Ron 
McDermott, DPSG senior vice president. 

Most of all, John Deere engines 
continued to add value and innovation to the company’s own 
equipment products. While external markets showed healthy 
growth, well over half of the division’s engine sales were made 
to other John Deere units, a fact that’s regarded as an important 
marketing advantage. “Engines are a key differentiating 


factor in farm and industrial equipment,’ McDermott notes. 


In this respect, he points out that Deere engines make an 


important contribution to the economy, performance, reliability 
and customer satisfaction of John Deere equipment. As 
examples, tests conducted during the year at the University 
of Nebraska showed tractors powered by the PowerTech 
8.1 L engine to be 3 to 10 percent more 
fuel-efficient than competitors’ tractors of the 
same class. Also, Deere customers continued 
to give high marks to their John Deere 
engines as engine-satisfaction rankings 
approached or exceeded the 90 percent 
level among agricultural equipment owners. In another study, 
involving some 6,000 European farmers, Deere tractor engines 
received the highest customer satisfaction rating among nine 


leading competitors. 


Bigger PowerTech Engines 
Extend Advantage 


Making a good thing better, and certainly bigger, is the story 
behind two new PowerTech engines introduced in 1996. 
The John Deere PowerTech 10.5 L and 12.5 L engines offer up 
to 500 horsepower — the most powerful engines ever offered 
by Deere. They build on the success of other PowerTech 
engines by offering a higher level of performance, reduced 
emissions and better fuel economy. 

The new engines are centerpieces of the completely 
new John Deere 9000-series four-wheel-drive tractors, being 


the standard power plant in three of the four models (9200, 


9300, 9400). This means all of John Deere’s large agricultural 
equipment now carries Deere-made engines. Comments 
DPSG’s Ron McDermott, “With the introduction of our newest 
and largest engines, we can extend the advantages of Deere 
engines throughout the company’s large-product family, 

and provide important OEM growth opportunities as well.” 


External markets also experienced strong growth in 1996 
as OEM engine volumes reached a new high of 37 percent of 
production. External uses of Deere engines include irrigation 
systems, as well as construction, forestry, and specialized 
agricultural equipment. 

Deere’s engine operations had a solid year on the inter- 
national front as well. Sales outside of North America climbed 
dramatically, largely due to higher sales of Deere engines to 
Renault in Europe. Also, the company’s existing engine factory 
in Argentina was expanded and is providing engines for 
tractors being manufactured by a Deere affiliate in Brazil. 

In February, ground was broken for a world-class engine 
production facility in Torreon, Mexico. The plant, scheduled to 
be in production in late 1997, will initially produce the three- 
to six-cylinder models of the company’s 300-series engines. 

Also related to its growth plans, Power Systems is 


exploring a diesel-engine manufacturing venture in China. 


Sales show growth of 10% 
Dealers and farmers linked online 
Customer support reps boost sales 


Deere & Company’s strong performance in 1996 also extended 
to its Worldwide Parts Division, where sales were up 
10 percent, to $1.7 billion. The increase reflected the strong 
sales climate for agricultural and industrial equipment, and 
the progress of programs aimed at achieving further parts sales 
growth. Overseas parts sales were particularly strong. 
Technology continued to play a key role in parts ordering 
and distribution, resulting in faster delivery and improved 
service. Comments Joe England, senior vice president for the 
Parts Division, “Our objective is to help our dealers become 
more retail-oriented in parts marketing, and to help them 
improve their service capabilities through the latest technology.” 
Here are some highlights of key initiatives that were in 
progress in 1996: 

In a step to improve efficiency and service, the distribution 
of approximately 1,000 high-volume parts was relocated from 
the company’s central parts distribution facility in Milan, 
Illinois, to a new location near Indianapolis, Indiana. Some 
20,000 parts, representing 80 percent of Deere parts sales 
volume, are expected to move to the 


Indiana site over the next two years. (in bilions) 


Electronic and computer technology g15 $1.6 $1.7 


is being used increasingly by John = = 


Deere dealers to locate parts and better 


promote their products. The number of 94 95 96 


John Deere dealers using the JD Vision 
system in 1996 more than doubled, to some 1,100. JD Vision 
is a broad system of electronic communication between 


John Deere and its dealers using a combination of satellite 


Ips Pinpoint Parts 


n’s long-held goals has been to make 
fail-like — thus the emphasis on colorful 


ment is cataloged in the system’s inventory 
the step of manually entering information into 
in operator is directed to the exact bin or 
é to be stored — no small consideration 
pans more than 40 acres. (This step 


uring employees Steve Sodaro, foreground, 


Another bar-coding swipe at the point 
items are being put in their proper place. 
yess takes place at 11 regional parts 
ig used on a pilot basis on the dealer level. 
ui al ly eliminates the chance of misplacing, or 
ind keeps our inventory records up to the 
Parts Division's Joe England. “This allows us 
q id other customers with greater precision.” 


and CD-ROM technology. Most important, JD Vision 
allows dealers to locate, and identify by drawings, 
any of 750,000 different parts that have been installed 
on John Deere machinery over the years. 

John Deere Personal Service continued to make 
strong gains in 1996. JDPS provides a direct computer 
connection between John Deere dealers and their 
customers. At year-end 1,300 customers were linked to 
some 380 dealers through 
JDPS. According to England, 

JDPS is proving useful in 

increasing sales of parts and 

accessories, and in increasing 

communications between 

dealers and select customers. 

“JDPS lets dealers target 

promotional messages to their 

best customers, and lets those 

customers order parts on weekends and after hours 
when their dealers might not be open for business,” 
England notes. Significant sales gains often result after 
customers are linked to JDPS. 

Another initiative — using customer support 
representatives, or CSRs, to promote parts and service — 
continued to help John Deere dealers improve sales. 
Dealers employ CSRs to make regular parts sales and 
service calls to customers, many of whom may live some 
distance from their dealer. A number of new customer 
support representatives were added by John Deere 
agricultural dealers in 1996. CSRs have been in widespread 
use, and experienced considerable success, in the industrial 
equipment sector for several years. 

Keys to the future growth of Deere’s parts business 
include “an aggressive deployment of the numerous sales 
and merchandising tools and systems we’ve developed,” 


England states. 


ipport Reps Serve as 
; and Ears” 


0 years he’s served as a customer support 

the dealer’s “eyes and ears” in the field, 
ormally visits a dozen or so customers 
e follows up on a recent purchase or calls 
specials; other times he delivers parts. 
moon Light (standing) spent a few minutes 
MecTaggert, discussing the corn harvest — 
ler’s upcoming promotions. 


FINANCIAL SERVICES REVIEW 


Strong Equipment Markets 
Fuel Growth at JDC 


° Net income reaches record 
° Return on equity hits 18% 
° New business, portfolio size post gains 


John Deere Credit (JDC) extended its strong performance of 
recent years in 1996, as net income, receivables and leases, and 
return on equity reached record levels. The improvements were 
driven by strong growth in the financing of machinery, much of 
it sold or leased by John Deere dealers. It was the fifth consecutive 
year that JDC earnings exceeded $100 million. 

JDC net income rose 21 percent, to $147 million. 
Receivables and leases administered grew $821 million during 
the year, to $7.5 billion. New business volume rose 18 percent, 
nearly half of which came from loans or leases originated 
through John Deere dealers. Return on equity — a key 
measure of profitability for the finance industry — was 18 percent. 

Positive factors included a strong sales environment for many 
types of equipment, the continued success of the Farm Plan 
charge account program, and a substantial rise in lease financing. 

Results were generally strong across the organization’s US. 
lending divisions. The agricultural division — which represents 
over half of JDC receivables — posted an 11 percent gain in new 
business volume, highlighted by significant growth of its leasing 
and Farm Plan products. Noted as the charge account for rural 
America, Farm Plan produced $1 billion in new business volume 
in the United States, a 19 percent increase over 1995. 

Commercial lending registered a strong 47 percent volume 
increase. The commercial division provides installment and leasing 
products through both Deere and non-Deere equipment dealers to 
contractors and other commercial businesses, as well as inventory 
financing for industrial equipment, Sabre lawn care equipment, 


engines, manufactured housing and recreational vehicles. 


JDC Helps Tennessee Cotton 
Operation Spin Success 


You might say John Deere Credit is in tall cotton around Brownsville, 
Tennessee, these days. That’s where the 10,000 acres making 
up Harris Hughes’ operations are located. Hughes, who started 
with a small plot of land and a two-row planter in the mid-1960s, 
has since become a major cotton producer and one of JDC’s 
best customers. Hughes, shown above, also owns a sizable 
cotton-ginning operation and a 100,000-bale warehouse — 


While there were important volume gains in virtually all 
commercial products, the biggest increases came from inventory 
financing and leasing activities. 

JDC’s consumer lending division, which provides financing 
for John Deere lawn and grounds care equipment, recreational 


vehicles, marine craft, as well as an all-purpose revolving line 


of consumer credit, reported volumes consistent with 1995 levels. 


Record results were turned in by JDC’s Canadian 
operations. New business volume grew on the strength of 


JDC Receivables John Deere agricultural 


Consumer 17% = Commercial 18% 


\Se 10% 


and construction equipment 


markets, plus continued 


growth of commercial 


businesses unrelated to Deere. 
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enough cotton for several million shirts. Hughes, in addition, 
has a construction company that uses Deere industrial machinery 
for irrigation and erosion prevention projects. One key to his 
success is productive John Deere equipment, Hughes says — 
including five cotton pickers, a dozen or so row-crop tractors 
and roughly 40 other items. For close to 20 years, JDC has served 
as Hughes’ preferred financing source. “It’s convenient and 
flexible,” he explains. “They’ve always worked with me to arrange 
payment schedules that suit my cash flow needs, and their 
rates are competitive.” 


JDC is committed to expanding its credit franchise 
and supporting the sale of John Deere equipment on a 
worldwide basis. It now provides leasing for Deere agricultural 
customers in Mexico and recently formed a joint venture 
company in the United Kingdom to assist with expansion 
into European markets. Comments JDC President Mike Orr, 
“Our objective is to make it easier for customers to purchase 
John Deere equipment, wherever it’s sold, while adding value 
to the company through financing other types of business.” 

Despite its growth, JDC continued to stress risk management 
and an emphasis on quality operations. One result is that loss 
levels remained unchanged in 1996, at 0.5 percent of average assets. 

According to Orr, areas of future growth include crop 
production financing, expansion of leasing operations and an 
increased focus on Deere’s international markets.““We're confident 
we have the right people and products to perpetuate strong 
growth and help facilitate the sale of John Deere equipment 


throughout North America and, increasingly, on a global scale.” 


Net income posts 11% gain 
Specialty emphasis continues 
Financial condition remains a strength 


In its 26th year the John Deere Insurance Group (JDIG) 
continued to help Deere dealers and other customers 
protect against property and casualty loss while contributing 


to the corporation’s 


overall performance. A (24%) AA (11%) AAA (19%) 


JDIG reported higher 


earnings in 1996 and 


strengthened operations 
in the face of competitive Other (3%) 
market conditions. As Government (43%) 
part of efforts to provide more focus on serving commercial 
customers, the operation moved away from non-core market 
segments by selling its personal-lines business early in the year. 

Premium volume fell 6 percent due to the personal-lines 
sale and the previous-year sales of life and reinsurance 
businesses. Investment income was lower due to reduced asset 
levels resulting from those sales. Overall revenues, including 
investment income, fell 11 percent, to $401 million. 

Net income, however, rose 11 percent, to $33 million. 
Factors leading to the improvement included tighter under- 
writing standards and a continuing emphasis on maintaining 
solid profit margins. Additionally, last year’s results were 
affected by a loss on the sale of the life business. 

Deere’s insurance operations encompass three major 


areas — dealers of farm machinery, industrial equipment 


John Deere Insurance 
Helps Texas Dealer Bounce Bac 


It was the biggest fire Edna, Texas, had seen in some time. Ar 
there wasn’t much left of the venerable Texas Trading Compa 
when it was over. Still, with a boost from John Deere Insuran 
the inferno barely slowed Hans Wittenburg, one of the deans 
John Deere agricultural equipment dealers. In operation since 
1920s, his dealership is Deere’s second-oldest in the Southw: 
Within hours John Deere Insurance’s Rich Mantull was o 
the scene surveying the damage. “It was pretty much a total 
the kind of thing that can cause a dealer to turn away cust 
Our goal was to help him get back in business as soon as- 
possible.” To initiate the process, Manfull left behind a check 
got Wittenburg situated in a temporary location. Meanwhile, t 
7,500-foot office and showroom was promptly rebuilt, and thi 
Texas Trading Company resumed trading on the original site | 
summer. “I’ve had John Deere insurance for years and ¢ 
be happier with it,” says Wittenburg, who's shown above, al 
right, with JDIG’s Manfull. “It's an organization that really cor 
through when you need a hand.” The John Deere Insurance 
Group protects more than 1,000 Deere dealers from proper 
casualty loss. One of their main goals is getting dealers v 
sustain losses back on their feet with a minimum of disru 


and automobiles; transportation services, mainly long-haul 
trucking businesses; and an emerging specialty business 
for customized insurance products. Sales in the dealer 
segment, which account for some 60 percent of JDIG 
business — with about half of that total being John Deere 
equipment dealers — held steady. The transportation business 


showed modest growth. 


JDIG continues to move 
away from commodity- 
type markets, while 
focusing on specialized 
coverages and niche 
markets with greater 
prospects for growth. 


Coverage for highly 
specialized markets, such 
as prize insurance and 
iability protection for 
directors and officers 

of start-up companies, 
continued to grow rapidly. 

JDIG continued to experience good results from efforts 
to distinguish its products through quality, service and a close 
relationship with customers. An annual customer satisfaction 
survey done by the Gallup organization continued to give 
Deere insurance high marks for service. 

At the same time, the group’s financial position — 
key to the success of any insurance operation — remained 
solid. Factors supporting JDIG’s financial condition include 
a strong reserves position and an investment philosophy 
that stresses high-grade securities, with limited exposure to 
the stock market. 

According to Dennis Hoffmann, JDIG president, steps 
to exit the personal-lines and reinsurance markets, plus 
emphasis on maintaining sound profit margins, have given 
Deere’s insurance business a strong footing for further 
growth. “We're continuing to move away from commodity- 
type markets and are instead focusing on specialized 
coverages and niche markets, where prospects for growth are 
greater,’ Hoffmann says. “Also our reputation for integrity 


and service is a true strategic advantage.” 


Health Care Remains on 
Robust Growth Track 


¢ Enrollment shows further increase 
° Financial results move up 
° Customer satisfaction remains high 


John Deere Health Care (JDHC) continued to achieve strong 
growth in 1996. Membership in its managed care plans rose 
by 78,000 participants, additional family health plan centers 
opened, and efforts to form affiliations with private physician 
practices, begun in 1995, gained further ground. Earnings 


JDHC Managed Care 
Membership 
(in . 389 


85 percent of ie eeenut ein, Deere employees are enrolled in managed 


increased 7 percent to a record $17.5 
million, on a 12 percent rise in revenues. 
JDHC continued to provide high- 
quality care while, importantly, helping 
Deere and other client companies keep 


medical costs in check. More than 


care plans, mostly those administered by JDHC. Partly as a 
result, Deere & Company’s medical costs on a covered-life basis 
have registered only minor increases over the last four years. 

According to Dick Van Bell, JDHC president, delivering 
high-quality care is at the heart of the business’s mission: 
“Our operations continue to be guided by a philosophy that 
high quality care is also the most cost effective,” he says. 
“That's why we stress education, prevention and technology, 
as opposed to solely providing treatment.” Over time this 
is a highly cost-effective approach, he says. 

Membership in Deere’s managed-care programs — Heritage 
National Healthplan and John Deere Family Healthplan — 
ended the year at 389,000, an increase of 25 percent over 1995. 
Most of the growth came from new-client companies making 
the Deere plans available to their personnel. John Deere Family 
Healthplan, which includes JOHC’s own health centers and 
affiliated primary care physicians, increased enrollment by 
40 percent, to some 23,000. In addition, JOHC’s physician 


management division, formed in 1996, created affiliations with 


physicians in three states. This move expands 
access for JOHC members to a greater number 
of primary care doctors and gives those 
physicians access to JDHC technology and 
management expertise. 

Innovation continued to distinguish JOHC’s 
unique approach to managed care. For example, 
JDHC strategies enhance the quality and cost effectiveness of care 
for certain high cost diseases and medical conditions. Medical 
costs of asthma patients in a John Deere Family Healthplan 
study declined 25 percent over two years as a result of a strategy 
for that particular disease. New protocols — for hypertension, 
diabetes, migraine headaches, abnormal pap smears and breast 
cancer — were started in 1996. Several other disease management 


strategies are moving toward implementation. In addition, 


ase Management Shows 
JDHC’s Innovative Style 


enhancements continue to be made in JOHC’s 
innovative electronic medical records system, which 
tracks patient histories and analyzes medical data. 
Surveys conducted during the year continued 
to indicate a high level of satisfaction with John 
Deere Health Care. An annual Gallup study 
revealed member satisfaction ratings of better than 
90 percent for the company’s Heritage National Healthplan 
and John Deere Family Healthplan. Both readings were up 
slightly from the previous year and among the highest of health 
care companies surveyed. 
Highlighting JOHC’s plan for further growth and 
profitability are an emphasis on physician-practice manage- 
ment operations, plus an ongoing expansion of health 


plan membership, Van Bell says. 


I's no secret that John Deere Health Care’s unique 
brand of medical care goes well beyond dispensing 
treatment. Recently expanded disease manage- 
ment strategies, for example, are built around the 
role of education and counseling in controlling 
certain chronic diseases. Consider the new strategy 
for diabetes. It’s designed to improve control of the 
patient’s blood sugar and reduce complications 
such as vision problems. Participants attend 
monthly educational sessions in which they hear 
the latest about managing diabetes. They're also 
invited to periodic one-on-one sessions with 
JDHC physicians, counselors and dietitians. 

(In one such session, shown here, John Deere 
retiree Max Noel meets with Dr. Bob Millar, a 
John Deere Family Healthplan physician.) Disease 
Management strategies are one of the innovative 
ways JDHC works for the better health of its 
participants — including nearly 70,000 John 
Deere employees, retirees and family members. 


John Deere Programs and 
Products Contribute 
To Cleaner Environment 


¢ Further progress made in waste reduction 
¢ Facilities record environmental gains 
¢ Products extend environmental advantages 


Again in 1996, Deere & Company strengthened its commitment 
to the environment. In a variety of ways, company operations 
continued to have less effect on the soil, air and water. Among the 
year’s highlights, Deere facilities made progress reducing the 


amount of waste generated and sent to landfills. They also exhibited 


“It is the policy of the 
company to conduct 
its business operations 
in a manner that 
Safeguards and sustains 
the environment.” 


Deere & Company 
“Green Bulletin” Policy Statement 


improving performance in a 
series of vigorous environmental 
audits. The company furthered 
its commitment to product 
stewardship by introducing 
several products designed to 


lessen environmental impact. 


Environmental Management Moves Ahead 
Deere’s environmental management efforts made further progress 
in 1996. These are centered around developing and maintaining 
management systems in a dozen key areas ranging from awareness 
and training to pollution prevention and product stewardship. 

No significant environmental deficiencies were found during 
environmental audits completed at 12 Deere facilities in 1996. Such 
audits, conducted at Deere’s request by an independent consultant, 
assess the strength and effectiveness of the company’s environmental 
management systems. Audits score each unit’s environmental 


95.5 programs against industry 
Total Solid 


leaders using a three-point 


Waste 
Landfilled performance scale. 
Waste Further progress was 


(Ib/ton of made in other measures 
production) 45.6 


94 $9 £96 


Most of these concern a reduction in waste generation. During 


used by Deere to assess 


environmental performance. 
the 1990s, the company has made significant progress in achieving 


reductions from its facilities of total solid waste (52%), landfilled 


waste (72%), hazardous waste (39%) and toxic releases (67%). 
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Aggressive targets are being pursued, which call for further 
improvement in these areas by the year 2000. 

Facilities Demonstrate Environmental Sensitivity 

As summarized below, Deere facilities recorded a number of 
environmental achievements during the year: 

* The Dubuque, Iowa, factory reduced industrial wastewater 
discharge by 20 percent and domestic water usage by 23 percent 
through water conservation programs, chemical changes and 
employee education. 

* Deere’s Waterloo, Iowa, tractor facility 
received recertification from the Wildlife 
Habitat Council for its efforts in creating 
suitable wildlife habitat on company 
grounds. Also, the facility reported a 

31 percent reduction in hazardous waste 


generated, and a 15 percent reduction 


in waste sent to landfill during the year. 
* Waterloo’s engine facility cut landfilled waste by 75 percent in 
1996 through an aggressive recycling program for factory waste. 

* The John Deere Davenport, lowa, Works reduced wastewater 
discharges by some 20 percent during the year and eliminated 
two paint systems through changes in process design. 

* Deere’s Harvester Works, in Moline, was recognized by 

the state of Illinois for operating one of the state’s top waste- 
water-treatment facilities in its class. 

* The Horicon, Wisconsin, manufacturing facility was honored 
by the state’s department of natural resources for its role in waste 


reduction through expanded use of reusable shipping containers. 


Precision Farming Helps Manage Inputs 
Space-age technology is providing 
down-to-earth environmental benefits 
for Deere customers thanks to the 
company’s GreenStar yield-mapping 
system for combines introduced for 
the 96 season. GreenStar uses global 
positioning satellites and a receiver 
mounted on a John Deere 9000- 


series or CTS combine, as well as specially designed software, to 


provide the industry’s first complete, fully integrated precision- 
farming system. As a GreenStar-equipped combine moves 
through the field, the system records yield and harvest data in 
sections as small as 1/100th acre. The information is later 


sumunarized and can be printed as easy-to-read color maps. 


By letting farmers know how much each section of a field 
is yielding, Deere’s precision-farming system helps them be more 
selective in applying inputs such as fertilizer and herbicide. 

GreenStar yield-mapping systems are available as a factory- 
installed option on all of Deere’s US-made combines. In addition, 
plans call for extending the company’s precision-farming 
technology to other types of equipment, such as planters and 


sprayers, in the near future. 


PowerTech Engines: 
Higher Performance, Lower Emissions 


John Deere’s new line of PowerTech 


engines is designed to provide plenty of 

y power with minimal emissions. The 
engines, the first of which debuted in 1995, 
reduce emissions of NOx and particulate 
matter. In many cases, these new engines met 
federal and state emissions standards well ahead 
of the mandated compliance dates. In addition, PowerTech 


models are generally more fuel-efficient than competing engines. 


Reusable Envirocrate Containers Cut Waste 

In an effort to reduce waste and further protect the environment, 
John Deere extended its usage of the welded-steel Envirocrate 
shipping container in 1996. Originally designed for shipping 
STX lawn tractors, the Envirocrate program was expanded 

in 1996 to include most of the company’s riding mowers, 
lawn tractors and garden tractors. The 136,000 Envirocrates in 
use are conserving almost 10,000 tons of steel and wood annually 


in comparison with disposable shipping crates. 


1850 No-Till Drill: Widens Conservation Advantage 

John Deere has taken no-till conservation to the next level, with 
the newly introduced 1850 no-till drill. With working widths 

of up to 42'% feet, it saves on seeding time and trips across the 
field while maintaining a consistent, accurate seeding depth. 
Deere pioneered no-till drills with the 750 model, introduced in 


1989. Conservation tillage practices such as no-till are a way 


of cutting down on wind and water erosion of the soil. 


4700 Sprayer: Takes Spraying Technology to New Heights 
The all-new John Deere 4700 self-propelled sprayer is geared 


especially for large farming operations and custom applicators. It’s 


the company’s first product that features the SprayStar monitoring 


system, which precisely regulates the application rate of pesticide 
and fertilizer. At the same time, the 4700's advanced vehicle 
suspension system helps keep the sprayer booms level, ensuring 
uniform spray coverage. Conclusion: John Deere’s 4700 sprayer 


gives farmers an edge in applying chemicals exactly as intended. 


320 Hooded Sprayer: A More Selective Approach 

Deere’s new 320 hooded sprayer also 
makes quite an environmental state- 
ment. It’s the company’s first spraying 
product specifically designed for 
spraying nonselective herbicides 


between the rows. Nonselective 


herbicides are often regarded as 
being preferable to selective varieties from an environmental 
standpoint. Further, the 320 hooded sprayer is expected to be 
used in conjunction with optical-sprayer technology in the 
near future. Optical sprayers allow for major savings in chemical 
application rates by releasing a precise amount of herbicide 


or other chemicals when weeds are recognized. 


MANAGEMENT CHANGES 


The following management changes were made during the year: 


In the Worldwide Industrial Equipment Division: 
Pierre E. Leroy, to President 
H. J. Markley, to Senior Vice President, Manufacturing 


Jeffrey H. Peterson, to Senior Vice President, 
Planning and Human Resources 


James D. White, to Senior Vice President, 
Marketing and Sales 


In the Worldwide Commercial & Consumer Equipment Division 
and Deere Power Systems Group: 


Ferdinand F. Korndorf, to President 


These senior officers were appointed to new corporate positions: 


Robert W. Lane, to Senior Vice President, Finance and Accounting, 
and Chief Financial Officer 


John K. Lawson, to Senior Vice President, Engineering, 
Information and Technology 


In addition, the following were appointed corporate vice 
presidents and officers: 
Richard G. Kleine, Vice President, Quality 


Robert D. Wismer, Vice President, Engineering 


Deere President Stowe Retires 
David H. Stowe, Jr., Deere & 
Company president and chief 
operating officer, retired May 31, 
after a distinguished 28-year 
career with the company. 
He remains a member of the 
Board of Directors. 

Stowe started with Deere 


in 1968 as manager of export 


finance. He was elected a 
corporate vice president in 1977 and later served as senior vice 
president responsible for the Industrial Equipment Division. 
Stowe was executive vice president of the Worldwide 
Agricultural Equipment Division prior to assuming the 
position of president and chief operating officer in 1990. 
He was elected to the company’s Board of Directors in 1982. 
“Dave's keen business judgment, quick grasp of issues 
and penetrating knowledge of our industries have had a major 
positive impact on our company,” says Hans W. Becherer, 
Deere & Company chairman and chief executive officer. 
“His vigorous leadership and strong belief in the enduring 
values of our company have contributed significantly to the 


continuing success of John Deere.” 


DEERE & COMPANY 
STATEMENT OF CONSOLIDATED INCOME 
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CONSOLIDATED 
(Deere & Company and Consolidated Subsidiaries) 
Year Ended October 31 

(In millions of dollars except per share amounts) 1996 1995 1994 
Net Sales and Revenues 
NGPSalES OFS GLIOTIONY crsciecscrersesrmemnenemernritesretrcen entire earimantinnratens $9,640.0 $8,830.2 $7,663.1 
FINGRCEFANG IMEHESTINICOMG cxevessescosccesnsnsecvssvewstarss vvcsaasucaverdenavcdanitaronsonsiacdsavivededessesisena seesnnsineesbawentaves 763.4 660.4 547.8 
Insurance and health care PreMiUMS ......c..cccccscesececsecsesestecteeeceeseeseeeeseseeseesessessssneseeseeesnessetenteseateass 658.1 627.6 609.4 
INVESIMENTINCOME «ss ssaceseceneeseeentennaeernesneren eee OME 66.2 95.4 93.9 
Oller INCOME assests ueiretenpacummaren amusement aera remem nrnTnet aint 101.7 76.9 62.9 

TORE scasosessconsecnsrmater no ietennansonkennnceneemnemnn sneer tea ron tro rarnn Ema 11,229.4 10,290.5 8,977.1 
Costs and Expenses 
COSUOFGOOdS: SO sr teccsmrmmncntterr ERIM NOE NI TITAATETE 7,460.2 6,922.1 6,019.6 
RESCAFCH AIC CEVEIODINENTOXDENSES  ixsciccsivvescessssscesvesrianstderiausiesavinsavundsaieonrestovinsnededwedonsovsnesenectietiaii 370.3 327.4 275.7 
Selling, administrative and General EXPENSES... seseeesesseeseeeeeseseeseesssssssssesresreesetenessseeeneneeneeneey 1,146.6 1,001.4 907.6 
IMLOTOST OXPENSE.§: isssonnsvsnsnnssissseransacirennrares 402.2 392.4 303.0 
Insurance and health care claims and benefits .. 502.1 499.2 B12 
Other operating EXPENSES... 61.4 55.3 37.8 

WOU cinema trereserennaniaeracteeeerremen santo ernantancin ie nnrmnenecgalnmeeK 9,942.8 9,197.8 8,056.2 
Income of Consolidated Group before INCOME TAaXES.................ccccscestestesteseesesesestesteseeseeeeees 1,286.6 1,092.7 920.9 
Provision for income taxes 479.8 397.8 332.2 
Income of Consolidated Group.........0..0...cccccccceseeescecseeeeesestesceeeeeeeneneeesesseeeaeeeeneneeneeeesees 806.8 694.9 588.7 
Equity in Income of Unconsolidated Subsidiaries and Affiliates 

GRO sccseavicastaveieessalsvewvsveievvewos sai ev vwvevs titi ceuralincvsasosnasceliscepeesadlpstvalaatid deus cnssciueltasedaesiunusenietesns 

IIISUIRANI CE cores seus ceeted costes ts wacncsevensd shataisiononkereemeatans Fi 4.9 

Health care 

OTFIE Fs axtwncpssceesineidespseetesect cece saceresseneomasaecnmmmenensauati seas eect ved uct svesi bs doce wear agi Rines vi tetateOTeNSTCS 10.5 10.5 10.0 

TOtAl  cccocsnnenscmanpreoneiainaincmerairee ienaieenreinons sree ER ROE 10.5 Ae 14.9 

NGC INC ONG ies: cecerrnserseesceomecenverencereiemnsontni antares nanan nomreroresiRReEn mE $ 817.3 $ 706.1 $ 603.6 
Per Share Data 
Net income per share, primary and fully GiUtEd 0... eseeseeeseessesseestesseeseesesnecsnesnesnecsessnssneseeeseesnecsneens $ 3.14 $ 271 $ 2.34 
DIG ERUSUACIEFEC Sv:.istusscermntemeerrencteneeernniel marco ternaientaennamn ON $ 80 $ 75 $ 68% 


ea SST SS SS 


The “Consolidated” (Deere & Company and Consolidated Subsidiaries) data in this statement conform with the requirements of FASB Statement No. 94. 

In the supplemental consolidating data in this statement, “Equipment Operations” (Deere & Company with Financial Services on the Equity Basis) reflect the basis 

of consolidation described on page 46 of the notes to the consolidated financial statements. The consolidated group data in the “Equipment Operations” income statement 
reflect the results of the agricultural equipment, industrial equipment and commercial and consumer equipment operations. The supplemental “Financial Services” 
consolidating data in this statement include Deere & Company's credit, insurance and health care subsidiaries. Transactions between the “Equipment Operations” and 
“Financial Services” have been eliminated to arrive at the “Consolidated” data. 


The information on pages 39 through 58 is an integral part of this statement. 
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EQUIPMENT OPERATIONS FINANCIAL SERVICES 
(Deere & Company with Financial Services on the Equity Basis) 
Year Ended October 31 Year Ended October 31 
1996 1995 1994 1996 1995 1994 

$9,640.0 $8,830.2 $7,663.1 

120.5 105.3 81.3 $ 648.5 $ 561.2 $ 471.9 

690.6 674.6 648.3 

66.2 95.4 93.9 

28.8 28.4 24.0 76.2 52.0 43.7 

9,789.3 8,963.9 7,768.4 1,481.5 1,383.2 1,257.8 
7,486.1 6,943.8 6,032.6 
370.3 327.4 275.7 

817.7 707.7 638.3 337.1 305.9 282.9 

107.4 126.7 117.1 300.3 Oia 191.3 

503.8 515.6 529.6 

24.3 25.5 17.0 37.1 30.0 20.8 

8,805.8 8,131.1 7,080. 1,178.3 1,123.2 1,024.6 

983.5 832.8 687.7 303.2 260.0 233.2 

373.5 303.8 204.7 106.4 94.1 77.5 

610.0 529.0 433.0 196.8 165.9 155.7 
146.6 120.9 113.7 

32.7 29.4 81.2 JT 4.9 
17.5 16.3 15.7 
10.5 10.5 10.0 

207.3 177. 170.6 4 4.9 

$ 817.3 $ 706.1 $ 603.6 $ 196.8 $ 166.6 $ 160.6 


DEERE & COMPANY 
CONSOLIDATED BALANCE SHEET 


CONSOLIDATED 
(Deere & Company and Consolidated Subsidiaries) 

(In millions of dollars except per share amounts) October 31 
ASSETS 1996 1995 
GASH BG:SHOPASTAT VEST GIS vavsssevesiasssnnscticcsavostosnweersessevoneanbevorvesuvensteeassneoneeneapseaseesansonoasocetsnsedteiis $ 291.5 $ 363.7 
Cash deposited with unconsolidated SUDSICIANIES...........:csceseeseeeeeseeseesneesesseessersnecssiessiesseeasnsssesnes 

GASH ANG CASH COUIVAIMIS. sccsssssessevrsavacassvseistezcvosavessceosuieonvennsaveniarcandvecemroninsssatbasnnesoaceadarh oisstUES 291.5 363.7 
War KET IOSSGLINTTISS yicsusassiaceseswaveccesiectscustsawotnonsesnnosnelendsnaaashta ceases sad vente ca eRnENeIaTNt Moo OneTTRE TING 869.4 829.7 
Receivables from unconsolidated subsidiaries and affiliates 0.0... cscs eeseseesssresesesteseareesssneatensens 13.1 2.3 
Dealer accounts and notes receivable - net 3,152.7 3,259.7 
CRG FECEIVADIES: IG cxeseeess caevsvssiczsvencdavauenosavcesviauntrwsiveunatehaecnespssadanatervidasn ial GsskaneeNURE ENON 5,912.2 5,345.2 
OTHER TCE IVEIIGS seas cssinsvaes vssuwevancessrasosevovtvsusennovescnneatepan saunas ir oSuR ap Kensbio ug naw oraesertoeeseuaanetetrensa sends 549.6 492.4 
Equipment on operating leases - net in 429.8 258.8 
[MVGMLOLIAS:..ccsssaosoeessarasaeenorvierarnnnennnmennens 828.9 720.8 
Property and equipment - net 13510 1,335.6 
Investments in unconsolidated subsidiaries and affiliates ss 127.4 1152 
Intangible assets - NEt....ssesssessssessssesssseeessesssssessnessneesnneeesneesseessseees 285.9 305.0 
Other assets. 75.6 61.6 
DG LENTGG INCOME TANES veserancxasnacwrcanneavigasiy avimvennnvivesindneticisuisonrmaninees st 653.0 639.8 
Deferred CHArQeS......ccsscsssesssessecsecsesssecsssssssessesssecssessssessesssnecsnecsnessneensecsscssvssssssosesssecsveesvenssesssecssaeate 111.9 117.6 
TOTAL ccsorsessarvssevsvavvsvasouvndnwuneducwascvie na txounestnanaaga isa saa syuMede Zeiten yo siviieaatuasaies emadtuatiaaemaantsesceredivesiaenttttes $14,652.7 $13,847.4 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short-term DOrrOWINGS......:ssssessssssssssscsnsosssseecssersssessssssssesssonssesessesssesecessssasscaeonsseseenconsnssenssnssesenssusssseses $ 3,144.1 $ 3,139.8 
Payables to unconsolidated subsidiaries and affiliates... 27.6 27.5 
Accounts payable and accrued @xpenses .......c.ssscesssesssessseesssecsessnessssersssessssecssecsssessssssssesessisessneeety 2,676.2 2,533.0 
Insurance and health care ClaiMS ANd FESEIVES.......ccescceeetesestsssesseseseseseenesteeeeeeeseensnsetensersnennenserens 437.6 470.3 
AGCred TAXOS). sssisinmunniisnmmmarannrreens 132.4 72.8 
Deferred income taxes 9.4 15.6 
Long-term borrowings 2,425.4 2,175.8 
Retirement benefit accruals and other liabilities 2,242.8 2,020.2 

Gta TABS UUEEL GS cacssnvasvevscovecsevexbavossnsunnvsnvenstayavocacnensze ous eamiert nnn was endo naeaensnaunde fesamnaancnneaNe vaameeNeetends 11,095.5 10,762.0 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 600,000,000 shares; 

issued — 263,833,099 shares in 1996 and 262,524,084 shares in 1995), at stated ValUe...........000 1,770.1 1,728.7 
Retained GarningS......ccccecceseereses 2,299.5 1,690.3 
Minimum pension liability adjustment. (235.4) (300.4) 
Cumulative translation adjustment .......ccscseeereees (14.0) (11.6) 
Unrealized gain on marketable securities............. 14.0 3.6 
Unamortized restricted stock compensation (11.1) (12.1) 
Common stock in treasury, 6,567,007 shares in 1996 and 549,387 shares in 1995, at COSt........e (265.9) (13.1) 

Total StOCKHOIderS’ CCUEY...c.ssessscesseessescrnsesnecsnessaseessessssrvssssvensaessadbaasesveniwonsissanedevsenaiasesnenteenesneeseases 3,507.2 3,085.4 
PORA scz-isevevevzsevecsvsuat ovssviiee sadusessnth detehsnalyeaseeasiaaanana ibeaneaa TH rane eONE Roe neTNeItea RTE aut SLeataNs $14,652.7 $13,847.4 
EEE UU EEUEE EEE 


The “Consolidated” (Deere & Company and Consolidated Subsidiaries) data in this statement conform with the requirements of FASB Statement No. 94. In the supplemental 
consolidating data in this statement, “Equipment Operations” (Deere & Company with Financial Services on the Equity Basis) reflect the basis of consolidation described on 
page 46 of the notes to the consolidated financial statements. The supplemental “Financial Services” consolidating data in this statement include Deere & Company's credit, 
insurance and health care subsidiaries. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at the “Consolidated” data. 


The information on pages 39 through 58 is an integral part of this statement. 
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EQUIPMENT OPERATIONS FINANCIAL SERVICES 
(Deere & Company with Financial Services on the Equity Basis) 
October 31 October 31 
1996 1995 1996 1995 
$ 80.0 $ 71.0 $ 211.6 $ 292.7 
544.8 460.1 
624.8 531.1 211.6 292.7 
869.4 829.7 
105.3 5oi5 
8,152.7 3,259.7 
103.4 118.3 5,808.8 5,226.9 
56.6 3.2 492.9 490.2 
152.9 119.3 276.8 139.5 
828.9 720.8 
1,301.3 1,295.0 50.4 40.6 
1,445.3 1,378.4 6.3 
276.3 295.4 9.7 9.6 
34.1 29.4 41.5 32:1 
603.2 578.9 49.7 61.0 
83.3 79.1 28.7 38.5 
$8,768.1 $8,464.1 $7,845.8 $7,160.8 
$ 223.6 $ 395.7 $2,920.6 $2,744.1 
27.6 27.5 637.0 513.3 
1,975.1 1,859.9 701.1 674.1 
437.6 470.3 
130.3 72.4 24 3 
9.4 15.6 
625.9 702.9 1,799.5 1,472.9 
2,219.0 2,304.7 23.7 22.6 
5,210.9 5,378.7 6,521.6 5,897.6 
1,770.1 1,728.7 209.4 209.4 
2,299.5 1,690.3 1,103.2 1,054.3 
(235.4) (300.4) 
(14.0) (11.6) (2.4) (4.1) 
14.0 3.6 14.0 3.6 
(11.1) (12.1) 
(265.9) (13.1) 
3567.2 3,085.4 1,324.2 1,263.2 
$8,768.1 $8,464.1 $7,845.8 $7,160.8 
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DEERE & COMPANY 
STATEMENT OF CONSOLIDATED CASH FLOWS 


CONSOLIDATED 
(Deere & Company and Consolidated Subsidiaries) 
Year Ended October 31 
(In millions of dollars) 1996 1995 1994 
Cash Flows from Operating Activities 
Nt ICOTTG b vssex ecrssdesternanes cera nseverceayievara tae esycmonsaeeccranean acre ameentteerereeenusareas tomes tse $ 817.3 $ 706.1 $ 603.6 
Adjustments to reconcile net income to net cash provided by operating activities: 
PROVISIOMIMORCOUDUTULECEIADIOSL. oxcnsvsascinreesyecvesercvmsiysessnenetzesevvaencpiarvavenudsnelascarevavaermuueedevuunioransaiveet® 59.9 39.6 36.1 
PPOVISIOM TOM GSDRECISTION s..ssssscsicssnssiasacs sasavsvasssaesreasaccaasvasonvnantaenaee . 311.4 283.1 256.7 
Undistributed earnings of unconsolidated subsidiaries and affiliates " (2.6) (9.2) (12.6) 
Provision (Credit) for deferred inCOME tAXS .......cccccsescesesseseseesessessssnestssessessessssuesvssessssessusseesesseeseess (65.0) ra), 26.2 
Changes in assets and liabilities: 
Receivables.. 89.9 (355.4) (147.8) 
IGNORES: inusuxn putin ereistenctarmniiemnin tna medrranee 3 (75.1) (17.0) (164.5) 
Accounts payable and aCCrue@d @XPeNSeS .........cscescsesessessesesessesssvesssnssssssssevsscavsuesesveseaesesssveavsseaes 162.1 218.4 61.4 
Insurance and health care ClaiMS ANd FeSEIVES .......ceseeseeseesessestestesteseesesessesesesesseesssesesesnesesees (39.7) 38.0 98.8 
72.0 (150.4) (58.3) 
14.2 10.7 19.2 
1,344.4 839.4 718.8 
Cash Flows from Investing Activities 
COllEGTONSIOL CREAM TECOIVADIOS sis nesasevesnienirnnenertsnmnesnsiidesennnicrnraiemadiaaantnT 4,353.4 3,409.9 3,012.5 
Proceeds from sales of credit receivables 7 960.3 837.3 561.9 
Proceeds from maturities and sales of marketable SECUTItICS «0.0... c.csseestestestestestesessesestsstesessesearesseens 104.4 181.2 222.9 
Proceeds from sales of equipment On Operating EASES ........c.ssscssesssssessessseseestesesssssssessesssssccesseesscaeeees 86.0 45.5 49.2 
PFOCREUSITFOMISAIES OF DUSINCSSES teas visisececsvayctssresscessseesserssessssaessvarensverveeveevesdeseses ' 90.5 
Cost of credit receivables acquired... . (5,902.6) (6,147.7) (4,308.8) 
Purchases of marketable securities........ - (127.3) (194.1) (344.8) 
Purchases of property and equipment... (275.9) (262.4) (228.1) 
Cost of operating leases acquired .. (299.4) (120.8) (102.5) 
(112.4) (119.8) 
(2.0) (35.2) 52.2 


Cash Flows from Financing Activities 


nerease (decrease) in Short-term DOMOWINGS wisisssecisccsivveismsesesis cscs (283.2) 490.1 934.2 
Change in intercompany receivables/payables 35 
Proceeds: from lONG= TEN: DOMOWINGS sevcesisssosstsecvecsrsssnecvveseesssnsneviecessvennerves vasa essnsieveeesnanvenncives cveerwwats 1,190.0 775.0 188.5 
Principal payments On long-term DOFPOWINGS........ccseecseeeseseseeseseeesesteessesssseseseesssesssestsnsseensssseaeneees (661.4) (636.7) (590.7) 
Proceeds from iSSUanCs Of COMMON StOCK severe anernrencmnmmrever samara 39.0 43.6 36.9 
Re GUChASES OF COMMON SIAC ent csunepetctcnsicists teereeaieees nian eteternnanaisteenateat marereeeruerareriss (274.7) (5.6) (3.0) 
DIVIGGIIGS AUG icossnssssecswedsteniverssewsucsvesedsuaveh suis cabstinatunnenauiinedlevsackendtbatlonivicaisnscsslaeenaneurinvadgelanaver tte vatate (209.3) (190.5) (171.8) 
(OJLING cx csi sats can rcaasndasna sacs ani anveteyd canudsens hind sbaohstiasanvahdpas itd enankamsvn in shiasn snes isaseds varus cossasteasseroacaed (4) (2.6) (3.2) 
Net cash provided by (used for) finaNCing ACTIVITICS oo... eceescesestesestesestesestssesssvesssrsseassesveseess (200.0) 473.3 390.9 
Effect of Exchange Rate Changes 01 Cash .u.........ccccccccsccscessessessssestestestestessssssseatestesesssareeseeess (1.1) 1.4 2.8 
Net Increase (Decrease) in Cash and Cash Equivalent............0....0ccccceeeseesesestesesseseseeseeenes (72.2) 118.3 (92.8) 
Cash and Cash Equivalents at Beginning Of Year...........0..0...cccccscsceeeseeesteses . 363.7 245.4 338.2 
Cash and Cash Equivalents at End of Y@at.........0.....cccccccccccsccscssessessescestesteseesessessestesessesssssesseanss $ 291.5 $ 363.7 $ 245.4 


The “Consolidated” (Deere & Company and Consolidated Subsidiaries) data in this statement conform with the requirements of FASB Statement No. 94. In the supplemental 
consolidating data in this statement, “Equipment Operations” (Deere & Company with Financial Services on the Equity Basis) reflect the basis of consolidation described on 
page 46 of the notes to the consolidated financial statements. The supplemental “Financial Services” consolidating data in this statement include Deere & Company's crecit, 
insurance and health care subsidiaries. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at the “Consolidated” data. 


The information on pages 39 through 58 is an integral part of this statement. 
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EQUIPMENT OPERATIONS FINANCIAL SERVICES 
(Deere & Company with Financial Services on the Equity Basis) 
Year Ended October 31 Year Ended October 31 
1996 1995 1994 1996 1995 1994 
$ 817.3 $ 706.1 $ 603.6 $ 196.8 $ 166.6 $ 160.6 
17.2 3.5 5.6 42.7 36.1 30.5 
264.9 255.2 230.6 46.5 27.8 26.1 
(61.5) (82.6) 57.8 5.6 (.5) (3.6) 
(70.7) 77.0 32.4 (1.5) (6.2) 
82.7 (311.2) (85.8) 8.1 (44.3) (62.0) 
(75.1) (17.0) (164.5) 
130.1 219.8 5.6 31.0 (1.3) 55.7 
(39.7) 38.0 98.8 
70.9 (150.0) (65.7) 11 (.4) 74 
27.4 13.7 57.7 (13.0) (3.0) (38.5) 
1,213.2 714.5 676.8 279.1 2105 268.8 
58.2 58.1 774 4,295.2 3,351.9 2,935.3 
3 5 1.6 960.0 836.8 580.2 
104.4 181.2 222.9 
32.6 24.3 25.0 53.4 21.4 24.2 
90.5 
(41.3) (59.0) (70.1) (6,861.3) (5,088.7) (4,258.6) 
(127.3) (194.1) (344.8) 
(256.8) (244.6) (215.2) (19.2) (17.8) (12.8) 
(76.6) (62.5) (52.3) (222.8) (58.3) (50.1) 
(106.2) (119.8) (6.2) 
6.2 (9.7) 14.8 (7.9) (25.5) 37.4 
(383.6) (292.9) (338.9) (831.7) (902.9) (866.3) 
67.2 35.4 (301.8) (350.4) 454.7 1,235.9 
(39.0) 134.7 320.0 123.7 325.4 (320.0) 
1,190.0 775.0 188.5 
(317.5) (10.9) (185.5) (344.0) (625.8) (405.2) 
39.0 43.6 36.9 
(274.7) (5.6) (3.0) 
(209.3) (190.5) (171.8) (147.8) (92.6) (226.8) 
(4) (2.6) (3.2) 
(734.7) 44 (308.4) 471.5 836.7 472.4 
(1.2) 1.4 2.8 
93.7 427.1 323 (81.1) 151.3 (125.1) 
531.1 104.0 71.7 292.7 141.4 266.5 
$ 624.8 $ 531.1 $ 104.0 $ 211.6 $ 292.7 $ 141.4 
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REPORT OF MANAGEMENT 


The consolidated financial statements and other financial 
information of Deere & Company in this report were prepared 
by management, which is responsible for their contents. They 
reflect amounts based upon management’s best estimates and 
informed judgments. In management’s opinion, the financial 
statements present fairly the financial position, results of operations 
and cash flows of the company in conformity with generally 
accepted accounting principles. 

The company maintains a system of internal accounting 
controls and procedures which is intended, consistent with 
reasonable cost, to provide reasonable assurance that transactions 
are executed as authorized, that they are included in the financial 
records in all material respects, and that accountability for assets is 
maintained. The accounting controls and procedures are supported 
by careful selection and training of personnel, examinations by 
an internal auditing department and a continuing management 
commitment to the integrity of the system. 

The financial statements have been audited to the extent 
required by generally accepted auditing standards by Deloitte & 
Touche tip, independent auditors. The independent auditors have 
evaluated the company’s internal control structure and performed 
tests of procedures and accounting records in connection with the 
issuance of their report on the fairness of the financial statements. 

The Board of Directors has appointed an Audit Review 
Committee composed entirely of directors who are not employees 
of the company. The Audit Review Committee meets with 
representatives of management, the internal auditing department 
and the independent auditors, both separately and jointly. The 
Committee discusses with the independent auditors and approves 
in advance the scope of the audit, reviews with the independent 
auditors the financial statements and their auditors’ report, 
consults with the internal audit staff and reviews management's 
administration of the system of internal accounting controls. 
The Committee reports to the Board on its activities and findings. 


INDEPENDENT AUDITORS’ REPORT 


Deloitte & 
Touche Lip 
NN 


Deere & Company: 


We have audited the accompanying consolidated balance sheets 
of Deere & Company and subsidiaries as of October 31, 1996 and 
1995 and the related statements of consolidated income and of 
consolidated cash flows for each of the three years in the period 
ended October 31, 1996. These financial statements are the 
responsibility of the company’s management. Our responsibility 
is to express an opinion on these financial statements based on 
our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and signifi- 
cant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements 
present fairly, in all material respects, the financial position of 
Deere & Company and subsidiaries at October 31, 1996 and 
1995 and the results of their operations and their cash flows for 
each of the three years in the period ended October 31, 1996 in 
conformity with generally accepted accounting principles. 


belli. f Torch, LLP 


Chicago, Illinois 
November 26, 1996 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


RESULTS OF OPERATIONS FOR THE YEARS ENDED 

OCTOBER 31, 1996, 1995 AND 1994 (UNAUDITED) 

Deere & Company and its subsidiaries manufacture, distribute 
and finance a full line of agricultural equipment; a broad range of 
industrial equipment for construction, forestry and public works; 
and a variety of commercial and consumer equipment. The 
company also provides credit, insurance and health care products 
for businesses and the general public. Additional information on 
these business segments is presented beginning on page 47. 


1996 COMPARED WITH 1995 (UNAUDITED) 
CONSOLIDATED RESULTS 


Deere & Company achieved record worldwide net income for 
1996, totaling $817 million or $3.14 per share compared with last 
year’s income of $706 million or $2.71 per share. The earnings 
increase was primarily due to higher worldwide agricultural equip- 
ment production and sales levels, coupled with strong operating 
margins reflecting the company’s continuous improvement and 
growth initiatives. Company results also continued to benefit from 
the improved performance of its Financial Services subsidiaries. 

Worldwide net sales and revenues increased nine percent to 
$11,229 million in 1996 compared with $10,291 million in 1995. 
Net sales of the Equipment Operations increased nine percent in 
1996 to $9,640 million from $8,830 million last year. Export sales 
from the United States continued to grow, totaling $1,584 
million for 1996 compared with $1,314 million last year, an 
increase of over 20 percent. Overseas sales for the year remained 
very strong, rising by 26 percent compared with a year ago and 
exceeding $2.5 billion for the first time in the company’s history. 
Overall, the company’s worldwide physical volume of sales 
increased seven percent for the year, reflecting the increased 
worldwide demand for the company’s products. 

Finance and interest income increased 16 percent to $763 
million in 1996 compared with $660 million last year, while insur- 
ance and health care premiums increased five percent to $658 
million in the current year compared with $628 million in 1995. 

The company’s worldwide Equipment Operations, which 
exclude income from the credit, insurance and health care 
operations and unconsolidated affiliates, had record income of 
$610 million in 1996 compared with $529 million in 1995. The 
improved operating results in 1996 were a result of the worldwide 
agricultural equipment operations, as explained below. The 
worldwide ratio of cost of goods sold to net sales was 77.7 percent 
in 1996 compared with 78.6 percent last year. The Equipment 
Operations’ ratio of year-end assets to net sales also improved, 
decreasing from 76 percent in 1995 to 71 percent in 1996. 

Net income of the company’s Financial Services operations 
improved in 1996 totaling $197 million compared with 
$167 million in 1995. Additional information is presented in 
the discussion of credit, insurance and health care operations on 
pages 42 through 44. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion of operating results by industry segment 
and geographic area relates to information beginning on page 47. 
Operating profit is defined as income before interest expense, 
foreign exchange gains and losses, income taxes and certain 
corporate expenses, except for the operating profit of the credit 
segment, which includes the effect of interest expense. 


1996 NET SALES AND REVENUES 
BY BUSINESS SEGMENT 


Agricultural 

Equipment 55% Health Care 3% 

Industrial Ne 

ndustria ; 

Equipment 17% Insurance 4% 

Commercial and Consumer snaieee 
‘0 


Equipment 15% 


WORLDWIDE AGRICULTURAL EQUIPMENT 


$6.1 $821 
$47 os 
4 $643 
me $553 
Operating :” 
NetSales 94 95 96 Profit 
(in billions) (in millions) 


Operating profit of the worldwide agricultural equipment 
segment increased significantly to $821 million in 1996 com- 
pared with $643 million in 1995, as a result of an increase in sales 
and production volumes, substantially improved overseas results 
and lower relative sales incentive costs, partially offset by expenses 
for development of new markets and products. Agricultural 
equipment sales increased 16 percent in 1996 compared to 1995. 


WORLDWIDE INDUSTRIAL EQUIPMENT 


$1.9 $1.9 
$1.6 


Operating 
NetSales 94 95 96 Profit 94 95 96 
(in billions) (in millions) 
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The worldwide industrial equipment operations generated 
an operating profit of $186 million this year compared with 
$198 million in 1995. The lower operating profit in 1996 resulted 
mainly from increased development expenses associated with 
improving the fuel efficiency and emissions performance of new 
engines. In 1996, industrial equipment sales increased two percent 
compared to last year. 


- WORLDWIDE COMMERCIAL AND CONSUMER EQUIPMENT 


$17 $16 


$13 
$165 


$162 


Operating sii 
NetSales 94 95 96 Profit 94 869596 
(in billions) (in millions) 


The worldwide commercial and consumer equipment 
operations had an operating profit of $118 million in 1996 compared 
with $165 million in 1995. Operating profit decreased in 1996 
due primarily to lower sales volume and increased promotional and 
growth expenditures associated with the division’s new market 
initiatives. Commercial and consumer equipment sales decreased 
three percent in 1996 compared to 1995. 

FINANCIAL SERVICES 


$303 


$1.4 $261 
$238 


$12 $1.3 


Operating 
Revenues 94 #895 ~~ ~(9G Profit 94 95 96 
(in billions) (in millions) 


The combined operating profit of the credit, insurance and 
health care business segments was $303 million in 1996 compared 
to $261 million in 1995 as discussed on pages 42 through 44. 


UNITED STATES AND CANADA EQUIPMENT OPERATIONS 


$6.9 
$6.6 $839 $867 


$5.9 
$764 


= Operating 
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On a geographic basis, the United States and Canadian equip- 
ment operations had an operating profit of $867 million in 1996 
compared with $839 million last year as a result of higher pro- 
duction and sales volumes, which were partially offset by increased 
engine development expenses and higher promotional and 
growth expenditures. Sales increased four percent in 1996 and the 
physical volume of sales increased one percent compared to last year. 


OVERSEAS EQUIPMENT OPERATIONS 


$258 


$2.2 $2.7 


ple $167 


$83 
Operating 
Net Sales 94 95 96 Profit 94 95 96 
(in billions) (in millions) 


The overseas equipment operations generated a significantly 
higher operating profit of $258 million in 1996 compared with 
$167 million last year, primarily due to the higher volumes of 
production and sales, continued cost improvements and operating 
efficiencies. Overseas sales increased 26 percent and the physical 
volume of sales increased 24 percent in 1996 compared with 
1995. Included in overseas sales in 1996 were $95 million of 
combine sales to Ukraine. 


MARKET CONDITIONS AND OUTLOOK 

Worldwide demand for John Deere agricultural equipment 
remains very strong. Favorable weather conditions in the major 
producing areas in North America, combined with the removal 
of all annual acreage reduction programs in the United States, 
resulted in significant increases in production of wheat, corn and 
soybeans in 1996. However, despite recent price declines, grain 
prices remain at reasonably good overall levels. 

Improving worldwide dietary trends and rapid income 
growth in most of Asia and Latin America continue to stimulate 
strong demand for farm commodities, resulting in the need for 
high levels of future plantings. Additionally, many United States 
farmers signed seven-year production flexibility contracts that 
establish direct government payments until the year 2002. The 
payments are not dependent on commodity price levels. During 
1996, this program permits estimated payments to farmers of 
nearly $9 billion. As a result of these factors and the United States 
Department of Agriculture’s projections for continued relatively 
tight supplies of grains and oilseeds during next year, farmers’ 
confidence has remained at high levels, promoting strong North 
American demand for agricultural equipment. Additionally, over- 
seas agricultural equipment sales, which were very strong during 
1996, are also expected to continue to increase in 1997 due prin- 
cipally to the impact of sales to the republics of the former Soviet 
Union, including countries such as Ukraine and Kazakhstan. 

Industrial equipment markets also remained strong in 1996. 
Housing demand continued at strong levels, reflecting generally 
favorable mortgage interest rates, and demand is expected to remain 
at approximately the same levels in 1997. Strong housing demand 


coupled with general expectations for moderate economic growth 
in the domestic economy should promote continued strong 
industrial equipment demand for next year. 

Commercial and consumer equipment industry sales were 
negatively affected this year by a cold, wet spring followed by a 
cool, dry summer, resulting in retail sales approximately equal to 
1995 levels. However, the first “Sabre by John Deere” products 
were introduced during 1996, opening a new market segment to 
the company. Retail sales volumes in 1997 are currently expected 
to increase moderately over 1996 levels, assuming more normal 
weather patterns, growth of the Sabre brand and a continuing 
strong economy. 

The company’s Financial Services operations, which experi- 
enced growth in most markets served in 1996, also are expected 
to continue their profitable growth next year, partially offset by the 
credit operations’ higher planned expenditures for key growth 
initiatives. 

In response to these market conditions, the company’s world- 
wide physical volume of sales to dealers on a comparable basis is 
projected to increase by approximately five percent in 1997 com- 
pared with 1996. First quarter physical volumes are also projected 
to be six percent higher than the comparable levels in the first 
quarter of 1996, 

Overall, the outlook for the company’s businesses is positive. 
The company is continuing to invest in new growth initiatives 
throughout the world, which should promote the sale of new as 
well as existing products in new markets such as China, the 
republics of the former Soviet Union and India. The company’s 
excellent worldwide dealer organization continues to successfully 
provide a strong and critically important linkage to the customers, 
assisting the conipany in meeting their ever increasing expectations 
and reinforcing the company’s commitment to the customers’ 
satisfaction. The company’s operating margins have also benefited 
from its growth and continuous improvement initiatives. Based 
on these factors, coupled with the continued favorable market 
outlook for the company’s businesses, the company expects 
another strong operating performance next year. 


SAFE HARBOR STATEMENT 

Safe Harbor Statement under the Private Securities Litigation Reform Act 
of 1995: Statements under the “Market Conditions and Outlook” 
heading that relate to future operating periods are subject to 
important risks and uncertainties that could cause actual results to 
differ materially. The company’s businesses include Equipment 
Operations (agricultural, industrial and commercial and consumer) 
and Financial Services (credit, insurance and health care). 
Forward-looking statements relating to these businesses involve 
certain factors that are subject to change, including: the many 
interrelated factors that affect farmers’ confidence, including 
worldwide demand for agricultural products, world grain stocks, 
comunodities prices, weather, animal diseases, crop pests, harvest 
yields, real estate values and government farm programs; general 
economic conditions and housing starts; legislation, primarily leg- 
islation relating to agriculture, the environment, commerce and 
government spending on infrastructure; actions of competitors in 
the various industries in which the company competes; produc- 
tion difficulties, including capacity and supply constraints; dealer 
practices; labor relations; interest and currency exchange rates; 


accounting standards; and other risks and uncertainties. The com- 
pany’s outlook is based upon assumptions relating to the factors 
described in the preceding sentence. The importance of these 
assumptions differs from one business segment to another. For 
example, general economic conditions and housing starts affect 
retail sales of industrial equipment and commercial and consumer 
equipment more than they affect retail sales of agricultural equip- 
ment. With respect to agricultural equipment, the legislative 
reforms in Western Europe and the United States should increase 
planting flexibility and decrease dependency upon support pay- 
ments, however, no assumption has been made relative to possible 
changes in these reforms or as to the longer-term impact. The 
interest rate environment impacts all segments of the company’s 
business by affecting the company’s own borrowing costs, its lend- 
ing spreads and the cost to the company’s customers of company 
products. Further information concerning the company and its 
businesses, including factors that potentially could materially affect 
the company’s financial results, is included in the company’s filings 
with the Securities and Exchange Commission. 


1995 COMPARED WITH 1994 (UNAUDITED) 

CONSOLIDATED RESULTS 

Deere & Company achieved record worldwide net income for 
1995, totaling $706 million or $2.71 per share compared with 
$604 million or $2.34 per share in 1994. The company’s strong 
results for 1995 were due to higher production and sales levels, 
coupled with significantly improved overseas and industrial equip- 
ment division results. Additionally, the company’s exports from the 
United States set a new record, totaling $1,314 million. Company 
results also continued to benefit from the strong performance of its 
Financial Services subsidiaries. 

The company’s annual net sales and revenues exceeded $10 
billion for the first time in the company’s history, due to continued 
growth in demand for the company’s products and services. 
Worldwide net sales and revenues increased 15 percent to $10,291 
million in 1995 compared with $8,977 million in 1994. Net sales 
of the Equipment Operations increased 15 percent in 1995 to 
$8,830 million from $7,663 million in 1994. The physical volume 
of sales increased by 11 percent in 1995 compared with 1994, 

Finance and interest income increased 20 percent to 
$660 million in 1995 compared with $548 million in 1994, while 
insurance and health care premiums increased three percent to 
$628 million in 1995 compared with $609 million in 1994. 

The company’s worldwide Equipment Operations, 
which exclude income from the credit, insurance and health 
care operations and unconsolidated affiliates, had income of 
$529 million in 1995 compared with $433 million in 1994. The 
improved operating results of the Equipment Operations in 1995 
were the primary factor behind the company’s record profitability. 
The benefits from the higher production and sales volumes were 
partially offset by the impact of management’s planned initiatives 
to reduce service parts inventory and used goods receivables. 
Service parts production was lower and used goods sales incentive 
expenses increased compared to 1994 as a result of the initiatives. 
The worldwide ratio of cost of goods sold to net sales was 78.6 
percent in 1995 compared with 78.7 percent in 1994. 
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Net income of the company’s Financial Services operations 
remained strong totaling $167 million in 1995 compared with 
$161 million in 1994. Additional information is presented in the 
discussion of credit, insurance and health care operations on pages 
42 through 44. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 
The following discussion of operating results by industry segment 
and geographic area relates to information beginning on page 47. 

Operating profit of each of the company’s Equipment 
Operations was favorably affected by higher sales volumes in 
1995 compared with results in 1994. 

Operating profit of the worldwide agricultural equipment 
segment increased to $643 million in 1995 compared with $553 
million in 1994, as a result of a 12 percent increase in worldwide 
agricultural equipment sales, along with a substantial improve- 
ment in overseas results. These higher sales margins on complete 
goods were partially offset by the previously mentioned used 
goods and service parts imitiatives. 

The worldwide industrial equipment operations improved 
substantially in 1995, generating an operating profit of $198 million 
in 1995 compared with $132 million in 1994, primarily as a result 
of higher production and sales volumes, and improved operating 
efficiency. In 1995, sales increased 14 percent compared to 1994. 

The worldwide commercial and consumer equipment 
operations had an operating profit of $165 million in 1995 
compared with $162 million in 1994. The Homelite division of 
Textron, Inc. was purchased in August 1994 and its results since 
the acquisition are included in the commercial and consumer 
equipment operations. Net sales in 1995 included Homelite 
sales of $287 million compared to $36 million in 1994. 
Excluding Homelite, commercial and consumer equipment 
sales increased 10 percent in 1995. The benefits from the 
small increase in production and sales volumes were offset by 
unfavorable currency fluctuations on imported components. 
Including Homelite, commercial and consumer equipment sales 
increased 29 percent in 1995. 

The combined operating profit of the credit, insurance and 
health care business segments was $261 million in 1995 compared 
to $238 million in 1994 as discussed on pages 42 through 44. 

On a geographic basis, the United States and Canadian 
equipment operations had a higher operating profit of $839 mil- 
lion in 1995 compared with $764 million in 1994 as a result of 
higher volumes, which were partially offset by used goods sales 
incentive expenses and lower service parts production. Sales 
increased 13 percent in 1995 and the physical volume of sales 
increased 12 percent. 

The overseas equipment operations generated a significantly 
higher operating profit of $167 million in 1995 compared with 
$83 million in 1994, primarily due to the higher sales volumes 
and the previous restructuring of these operations. Overseas sales 
increased 21 percent and the physical volume of sales increased 
nine percent in 1995 compared with 1994. 


CREDIT OPERATIONS 


penal 
Deere & Company’s credit subsidiaries consist primarily of John 
Deere Credit Company and its subsidiaries in the United States 
and John Deere Credit Incorporated in Canada. The credit 
operations primarily finance sales and leases by John Deere deal- 
ers of new and used equipment, and sales by non-Deere dealers 
of recreational vehicles and marine products. In addition, it pro- 
vides wholesale financing to dealers of the foregoing equipment 
and finances retail revolving charge accounts. 

Condensed combined financial information of the credit 
operations in millions of dollars follows: 


October 31 
Financial Position 1996 1995 
Cash and cash Qquivalents ........cccsecseceeeeeiees $ 171 $ 165 
Credit receivables and leases: 
Equipment retail NOtCS.........cceceseeeseeeeteeee 3,696 3,467 
Recreational product retail notes... 883 871 
Revolving charge accounts......... 576 513 
Wholesale notes 565 314 
Financing leases 182 149 
Equipment on operating leases... 277 140 
Total credit receivables and leases............ 6,179 5,454 
Less allowance for credit losses .... 93 88 
Kciclieis eeenenenaren tr mre cere 6,086 5,366 
Other receivables .......c.ccceesessesestesesteseetereeneeees 200 192 
Net property and other aSS€tS.......cseceeeeeens 85 if 
TOU ASSES scsessssrertwessaetsceranaorsosasicaiamerit $6,542 $5,796 
Short-term DOrOWINGS ....c.sceesceceeseeeesteeseeeeeeees $2,921 $2,744 
Payables to Deere & COMPANY... cee 623 491 
Deposits withheld from dealers and merchants... 155 144 
OUTER NADI ES sss cvieccarsrsrraavercceraspneseeoneateess 198 176 
Long-term borrowings 1,799 1,473 


Stockholder’ CQUILY ........ cscs 846 768 
Total liabilities and stockholder's equity ......... $6,542 $5,796 
Year Ended October 31 
Summary of Operations 1996 1995 1994 
REVEMUBS).....cresiessesaansersisasenssananenlanteammnnanns $723 $612 $516 
Expenses: 
NITUETESU ss sasesanisasatscdsrbavacerasereasmcposouasienstssanavand 301 271 190 
Selling, administrative and general ...........00 113 94 96 
Provision for credit IOSS€S........cccceeeeeseeees 43 36 31 
DEPOCAU OM evccncinsunsanincenesaneenisndevncereansinaies 37 22 21 
TOUAL  siscsiasnaivsidacsetvidecierereionsnansticivcsivienecs 494 423 338 
Income before INCOME tAXES .........:ceeseccseeeeeeees 229 189 178 
PROVISION: FOF INCOME TAXOS 3 ca icsescesccsssesisccnevesnraees 82 68 64 
NGTING ONG: ccssevsscscsennantnenpieretrcutnentacssons $147 $121 $114 
Ratio of earnings to fixed ChArgeS.......cccceeceee 1.75 1.69 1.93 


Total acquisition volumes of credit receivables and leases by 
the credit subsidiaries increased 18 percent during 1996 compared 
to 1995. The higher acquisitions this year resulted from an 
increased volume of retail notes, revolving charge accounts, 
wholesale notes and leases. 


ee a SSS ESS SS 8 ES SS SE SE SS 


During 1996, the volumes of retail notes acquired by the 
credit subsidiaries totaled $3,451 million, a four percent increase 
compared with $3,315 million in 1995. Volumes of recreational 
product retail notes accounted for eight percent of total note vol- 
umes in 1996 and 10 percent in 1995. Volumes of John Deere 
equipment notes were seven percent higher in the current year 
due primarily to increased retail sales of John Deere equipment. 
The credit operations also sold retail notes which partially offset the 
increase in acquisition voluies, receiving proceeds of $960 mil- 
lion during 1996 compared with $837 million last year. At 
October 31, 1996 and 1995, credit receivables and leases admin- 
istered, which include receivables previously sold but still admin- 
istered, were $7,487 million and $6,666 million, respectively. 
The discussion of “Credit Receivables” on pages 52 and 53 
presents additional information. 

Net income of the credit operations was $147 million in 
1996 compared with $121 million in 1995 and $114 million in 
1994, Net income in 1996 was higher than in 1995 due primarily 
to higher earnings from a larger average receivable and lease 
portfolio financed and increased income from the securitization 
and sale of retail notes. Total revenues of the credit operations 
increased 18 percent in 1996, reflecting the larger average portfolio 
financed in 1996 compared with 1995. The average balance 
of credit receivables and leases financed was 19 percent higher 
in 1996 compared with 1995. Higher average borrowings in 1996 
resulted in an 11 percent increase in interest expense in 1996 
compared to 1995. 

Net income in 1995 was higher than in 1994 reflecting 
higher earnings from a larger average receivable and lease portfolio 
financed, partially offset by lower financing margins. Total 
revenues of the credit operations increased 19 percent in 1995, 
due primarily to a larger average portfolio financed and a higher 
overall yield on the receivables held in 1995 compared with 1994. 
The average balance of credit receivables and leases financed was 
13 percent higher in 1995 compared with 1994. Higher average 
borrowings and higher borrowing rates in 1995 resulted in a 
43 percent increase in interest expense in 1995 compared to 1994. 


INSURANCE OPERATIONS 


Deere & Company’s insurance subsidiaries consist of John Deere 
Insurance Group, Inc. and its subsidiaries in the United States, 
which mainly provide general and specialized commercial property 
and casualty coverages. 

Condensed combined financial information of the insurance 
operations in millions of dollars follows: 


October 31 

Financial Position 1996 1995 
Cash and cash equivalent .........ccccccceeseeeeeeees $ 30 $ 110 
Marketable S@CUrItCS.......c.cccceceeseeteeteeseeneeees 744 684 
UM ELASSCES: «sss-ssavissoanunsneadotensnsinntshenenseneaieaie 297 334 

WOUAI ASSETS). cies cucasoina viveneceenvearsrsscdarestesvtensee $1,068 $1,128 
Claims and reserves $ 416 
Unearned premiums 141 
Other liabilities 162 
Stockholder's equity. 409 

Total liabilities and stockholder’s equity $1,128 


(continued) 


Year Ended October 31 
Summary of Operations 1996 1995 1994 
PREIMUIUITS iis sains sapnacsdavdccarresanorveesenteinnieincesauersse $345 $369 $346 
Investment income 54 84 81 
OE Tine seconesnuciene otterutnemmnetanichrpimracetnaranet: 2 
TOtal FEVENUGS ........cscscsssesesessesestsesssseseseereeees 401 453 427 
Expenses: 
Claims and DENefIS......c. cc eccecessstssesesesesrsteese 255 297 297 


Selling, administrative and general... 


Income of consolidated group before 


IIGOMMONTANES sssvsssaivsavictaceaseasassexeosmnreeseeedes 46 46 Sl 
Provision for INCOME TAXES... 13 18 5 
Income of consolidated QrOUD .........cscseesesen 33 28 26 
Equity in income of unconsolidated affiliate........... 1 5 
Net income $29 $31 


Insurance premium revenues of $4 million in 1996, 
$20 million in 1995 and $19 million in 1994 related to coverages 
provided to Deere & Company and its subsidiaries. 

Net income of the insurance operations totaled $33 million 
in 1996 compared with $29 million in 1995 and $31 million in 
1994. The increase in 1996 net income compared with 1995 
was due to improved underwriting results and a lower effective 
tax rate, which were offset by lower investment income. 
Additionally, last year’s results were affected by a loss on the sale 
of the John Deere Life Insurance Company. Primarily as a result 
of this sale, premiums decreased six percent in 1996, while total 
claims, benefits, and selling, administrative and general expenses 
decreased 11 percent from 1995. 

The decrease in 1995 net income compared with 1994 
resulted from a loss from the sale of the John Deere Life 
Insurance Company, lower equity income due to the sale of the 
insurance operations’ interest in Re Capital Corporation and 
a higher effective tax rate. This decline was partially offset by an 
improvement in underwriting results and investment income 
in 1995, Premiums increased seven percent in 1995, while total 
claims, benefits, and selling, administrative and general expenses 
increased one percent from 1994. 


HEALTH CARE OPERATIONS 


John Deere Health Care, Inc., directly or through its health 
maintenance organizations and Deere & Company’s insurance 
subsidiaries, provides administrative services and managed health 
care programs in the United States for commercial clients and 
Deere & Company. 


Condensed combined financial information of the health 
care operations in millions of dollars follows: 


October 31 

Financial Position 1996 1995 
Cash and Cash equivalents ........cccecseseeeeseseeees $ 10 $ 18 
Marketable securities 128 146 
OMG ASSCTS  .scdsaveviccnsarconanivousswnistersvesrsstovreenente 98 73 
TOtAl ASSCIS a cecensscterean teeter cece eeteraess $236 $237 
GIIMIS!ANG FESCINES:.visssssisdssacreassasemssensnememaverss $ 44 $ 56 
Unearned premiums 12 19 
Other liabilities... cece 76 76 
SLOCKHOIMSSiOGUiicvasiecsassessavacessninienivnieon 104 86 
Total liabilities and stockholder’s equity............ $236 $237 
Year Ended October 31 

Summary of Operations 1996 1995 1994 
Premiums and administrative Services ............00+. $346 $306 $303 
INVESTMENE INCOME ......cecccesescsceeseseseeseeesesseveseseees 12 13 13 


Total revenues 358 319 316 


Expenses: 
Claims and DeNefitS..........esscsssessesssessesseesseene 249 220 232 
Selling, administrative and general.............00 81 74 60 
TOUG ss isoiseisgosa vinaslicnssasedieanessoutaasatoniossarts 330 294 292 
Income of consolidated group before 
INCOME TAXCS) spissiiesonsaisacasnsacissnanasarssnscressbestens 25 24 
Provision for income taxes .... 9 8 
Net INCOME......sesssesseessesssecstessesseesnessecseesnesssesnesses $16 $ 16 
Managed care membership (thousands)............... 389 311 295 


Health care revenues of $29 million in 1996, $28 million 
in 1995 and $21 million in 1994 related to premiums and 
administrative services provided to Deere & Company and its 
subsidiaries. 

Net income of the health care operations totaled $17 million 
in 1996 and $16 million in 1995 and 1994. Net income in 1996 
increased due to favorable settlements on cost-based contracts 
and increased managed care membership, partially offset by 
higher general expenses related to growth. Premium revenues 
increased 13 percent, while claims, benefits and selling, adminis- 
trative and general expenses also increased 12 percent from 1995. 

Net income in 1995 was affected by the development of 
new health care delivery systems. Although managed care mem- 
bership grew by five percent during 1995, premium revenues 
increased one percent due to the shift from insured to self-insured 
accounts. Total claims, benefits, and selling, administrative and 
general expenses also increased one percent from 1994. 


CAPITAL RESOURCES AND LIQUIDITY (UNAUDITED) 


The discussion of capital resources and liquidity has been 
organized to review separately, where appropriate, the company’s 
Equipment Operations, Financial Services operations and the 
consolidated totals. 
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EQUIPMENT OPERATIONS 

The company’s equipment businesses are capital intensive and 
are subject to large seasonal variations in financing requirements 
for receivables from dealers and inventories. Accordingly, to 
the extent necessary, funds provided by operations are 
supplemented from external borrowing sources. 


$1,213 


$257 
7 $215 $245 
= » 8 
Operations iil 
(in millions) 94 95 96 


™ Cash Provided by Operations 
HP" Purchases of Property and Equipment 


The record level of positive cash flows provided by operating 
activities in 1996 was primarily the result of the record net income, 
coupled with a decrease in dealer receivables. The aggregate 
amount of these operating cash flows of $1,213 million was used 
primarily to fund repurchases of common stock of $275 million, a 
decrease in borrowings of $250 million, purchases of property and 
equipment of $257 million, the payment of dividends to stock- 
holders of $209 million, acquisitions of businesses for $106 million 
and an increase of $94 million in cash and cash equivalents. 

Over the last three years, operating activities have provided 
an aggregate of $2,605 million in cash, including dividends 
received from the Financial Services subsidiaries of $467 million. 
In addition, receivables from Financial Services subsidiaries 
decreased $416 million. The aggregate amount of these cash 
flows was used mainly to fund purchases of property and 
equipment of $717 million, a decrease in borrowings of $713 
million, stockholders’ dividends of $572 million, repurchases 
of common stock of $283 million and acquisitions of businesses 
for $226 million. Cash and cash equivalents also increased 
$553 million. 

Net dealer accounts and notes receivable result mainly 
from sales to dealers of equipment that is being carried in their 
inventories. Dealer receivables decreased by $107 million during 
1996. North American agricultural equipment dealer receivables 
increased approximately $90 million, while industrial receivables 
decreased $160 million and commercial and consumer receivables 
decreased $55 million. Total overseas dealer receivables were 
approximately $15 million higher than one year ago. The ratios of 
worldwide net dealer accounts and notes receivable at October 
31 to fiscal year net sales were 33 percent in 1996 compared to 
37 percent in 1995 and 38 percent in 1994. 

The collection period for receivables from dealers averages 
less than 12 months. The percentage of receivables outstanding for 


a period exceeding 12 months was eight percent at October 31, 
1996 compared with eight percent at October 31, 1995 and seven 
percent at October 31, 1994. 

Company-owned inventories, excluding the acquired 
inventories of the Mexican operations (see note on page 46), were 
$785 million at the end of 1996 compared to $721 million at the 
end of 1995, which was eight percent of net sales in both years. 

Total interest-bearing debt of the Equipment Operations was 
$849 million at the end of 1996 compared with $1,099 million 
at the end of 1995 and $1,073 million at the end of 1994. 

The ratio of total debt to total capital (total interest-bearing debt 
and stockholders’ equity) at the end of 1996, 1995 and 1994 
was 19.3 percent, 26.3 percent and 29.6 percent, respectively. 

During 1996, Deere & Company retired $150 million 
of 84% notes due in 1996, $100 million of 944% notes due in 
1996 and $57 million of medium-term notes. 


FINANCIAL SERVICES 

The Financial Services credit subsidiaries rely on their ability to 
raise substantial amounts of funds to finance their receivable and 
lease portfolios. Their primary sources of funds for this purpose 
are a combination of borrowings and equity capital. Additionally, 
the credit subsidiaries periodically sell substantial amounts of 
retail notes. The insurance and health care subsidiaries generate 
their funds through internal operations and have no external 
borrowings. 

Cash flows from the company’s Financial Services operating 
activities were $279 million in 1996. Cash provided by financing 
activities totaled $472 million in 1996, representing an increase 
in total borrowings of $619 million, which was partially offset by 
$148 million of dividends paid to the Equipment Operations. 

The aggregate cash provided by operating and financing activities 
was used primarily to increase credit receivables. Cash used for 
investing activities totaled $832 million in 1996, primarily due to 
acquisitions of credit receivables and leases exceeding collections 
by $1,736 million, which was partially offset by proceeds of 
$960 million received from the sale of receivables. Cash and cash 
equivalents also decreased $81 million. 

Over the past three years, the Financial Services operating 
activities have provided $765 million in cash, the sale of receivables 
$2,377 million and total borrowings $2,248 million. These 
amounts have been used mainly to fund credit receivable and lease 
acquisitions which exceeded collections by $4,859 million, $467 
million of dividends to the Equipment Operations and an excess 
of $158 million in marketable security purchases over maturities 
and sales. Cash and cash equivalents also decreased $55 million. 

Marketable securities consist primarily of debt securities 
held by the insurance and health care operations in support 
of their obligations to policyholders. The $40 million increase 
in 1996 compared with 1995 resulted primarily from purchases 
of marketable securities exceeding maturities and sales, and 
the transfer of debt securities from the held-to-maturity category 
to the available-for-sale category in November 1995 (see 
“Marketable Securities” note on pages 51 and 52). 


Credit receivables increased by $582 million in 1996 
compared with 1995. The discussion of “Credit Operations” 
on pages 42 and 43, and on pages 52 and 53 of the notes to the 
consolidated financial statements provides detailed information 
on these receivables. 

Total outside interest-bearing debt of the credit subsidiaries 
was $4,720 million at the end of 1996 compared with $4,217 
million at the end of 1995 and $3,618 million at the end of 
1994. The credit subsidiaries’ ratio of total interest-bearing debt 
to total stockholder’s equity was 6.3 to 1 at the end of 1996 
compared with 6.1 to 1 at the end of 1995 and 5.3 to 1 at the 
end of 1994, 

During 1996, John Deere Capital Corporation retired 
$200 million of 4%% notes due in 1996. In 1996, the Capital 
Corporation also issued $1,190 million and retired $144 million 
of medium-term notes. 


CONSOLIDATED 

The company maintains unsecured lines of credit with various 
banks in North America and overseas. The discussion of “Short- 
Term Borrowings” on page 54 provides further information 

on these lines of credit. 

The company is naturally exposed to various interest rate 
and foreign currency risks. As a result, the company enters into 
derivative transactions to hedge these exposures that arise in the 
normal course of business, and not for the purpose of creating 
speculative positions or trading. In common with other large 
credit companies, the company’s credit subsidiaries actively 
manage the relationship of the types and amounts of their funding 
sources to their receivable and lease portfolio in an effort to 
diminish risk due to interest rate fluctuations, while responding 
to favorable financing opportunities. Accordingly, from time to 
time, these subsidiaries enter into interest rate swap and interest 
rate cap agreements to hedge their interest rate exposure in 
amounts corresponding to a portion of their borrowings. The 
company also has foreign currency exposures at some of its 
foreign and domestic operations related to buying, selling and 
financing in currencies other than the local currencies. The 
company has entered into agreements related to the management 
of these currency transaction risks. The credit and market risks 
under these interest rate and foreign currency agreements are not 
considered to be significant. Additional detailed information is 
included in the “Financial Instruments” note on pages 57 and 58. 

Stockholders’ equity was $3,557 million at October 31, 1996 
compared with $3,085 million and $2,558 million at October 31, 
1995 and 1994, respectively. The increase in 1996 was caused 
primarily by net income of $817 million, a change of $65 million 
in the minimum pension liability adjustment and an increase in 
common stock of $41 million, partially offset by an increase in 
common stock in treasury of $253 million related to the company’s 
stock repurchase and employee benefit programs, and cash 
dividends declared of $207 million. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


SS 
Following are significant accounting policies in addition to those 
included in other notes to the consolidated financial statements. 

The consolidated financial statements represent the consoli- 
dation of all companies in which Deere & Company has a 
majority ownership. Deere & Company records its investment 
in each unconsolidated affiliated company (20 to 50 percent 
ownership) at its related equity in the net assets of such affiliate. 
Other investments (less than 20 percent ownership) are recorded 
at cost. Unconsolidated affiliates at October 31, 1996 consisted 
primarily of equipment affiliates in Brazil and the United States. 
Consolidated retained earnings at October 31, 1996 include 
undistributed earnings of the unconsolidated affiliates of 
$36 million. Dividends from unconsolidated affiliates were 
$8 million in 1996 and $2 million in 1995 and 1994. 

The company’s consolidated financial statements and some 
information in the notes and related commentary are presented 
in a format which includes data grouped as follows: 
Equipment Operations — These data include the company’s 
agricultural equipment, industrial equipment and commercial 
and consumer equipment operations with Financial Services 
reflected on the equity basis. Data relating to the above 
equipment operations, including the consolidated group data 
in the income statement, are also referred to as “Equipment 
Operations” in this report. 

Financial Services — These data include the company’s credit, 
insurance and health care operations. 

Consolidated — These data represent the consolidation of the 
Equipment Operations and Financial Services in conformity with 
Financial Accounting Standards Board (FASB) Statement No. 94. 
References to “Deere & Company” or “the company” refer to 
the entire enterprise. 

The preparation of financial statements in conformity with 
generally accepted accounting principles requires management 
to make estimates and assumptions that affect the reported 
amounts and related disclosures. Actual results could differ from 
those estimates. 

Sales of equipment and service parts are generally recorded 
by the company when they are shipped to independent dealers. 
Provisions for sales incentives and product warranty costs are 
recognized at the time of sale or at the inception of the incentive 
programs and are based on certain estimates the company believes 
are appropriate. 

Retail notes receivable include unearned finance income in 
the face amount of the notes, which is amortized into income 
over the lives of the notes on the effective-yield basis. Unearned 
finance income on variable-rate notes is adjusted monthly based 
on fluctuations in the base rate of a specified bank. Financing 
leases receivable include unearned lease income, which is equal to 
the excess of the gross lease receivable plus the estimated residual 
value over the cost of the equipment, and is recognized as 
revenue over the lease terms on the effective-yield basis. Rental 
payments applicable to equipment on operating leases are recorded 
as income on a straight-line method over the lease terms. Assets 
on operating leases are recorded at cost and depreciated on a 
straight-line method over the terms of the leases. Interest charged 
to revolving charge account customers and on wholesale receiv- 
ables is based on the balances outstanding. Other receivables 
related to securitizations are recorded at net present value and 
relate to deposits made pursuant to recourse provisions and other 
payments to be received under asset backed securities sales agree- 
ments. The receivables are amortized to their value at maturity 
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using the interest method. Securitization and servicing fee income 
includes the amortization of the above receivables, adjustments 
related to those sales and reimbursed administrative expenses. 

Insurance and health care premiums are generally recognized 
as earned over the terms of the related policies. Insurance and 
health care claims and reserves include liabilities for unpaid 
claims and future policy benefits. Policy acquisition costs, such as 
commissions, premium taxes and certain other underwriting 
expenses, are deferred and amortized over the terms of the related 
policies. The liability for unpaid claims and claims adjustment 
expenses is based on estimated costs of settling the claims using 
past experience adjusted for current trends. The receivable for 
amounts recoverable from reinsurers is estimated based on the 
corresponding claim liability associated with the reinsured policies. 

On November 15, 1995, a special meeting of stockholders 
was held authorizing a three-for-one stock split effective 
November 17, 1995. All references in the consolidated financial 
statements referring to shares, share prices, per share amounts and 
stock plans have been adjusted retroactively for the three-for-one 
stock split. On February 28, 1996, the company announced its 
intention to repurchase up to $500 million of Deere & Company 
common stock. Additional information is presented in the 

Capital Stock” note on page 56. 

In the first quarter of 1995, the company adopted FASB 
Statement No. 115, Accounting for Certain Investments in Debt 
and Equity Securities. The Statement had an immaterial effect on 
stockholders’ equity and no impact on the consolidated income 
statement. In the first quarter of 1996, the company adopted “A 
Guide to Implementation of Statement 115 on Accounting for 
Certain Investments in Debt and Equity Securities — Questions and 
Answers.” Additional information is presented in the “Marketable 
Securities” note on pages 51 and 52. 

In March 1995, the FASB issued Statement No. 121, 
Accounting for the Impairment of Long-Lived Assets and for 
Long-Lived Assets to Be Disposed Of, which the company will 
adopt in fiscal year 1997. This Statement is not expected to have 
an effect on the company’s financial position or results of opera- 
tions. In October 1995, the FASB issued Statement No. 123, 
Accounting for Stock-Based Compensation, which the company 
will adopt in fiscal year 1997. This Statement defines a new 
“fair value” method of accounting for stock-based compensation 
expense and also allows the retention of the previous “intrinsic 
value” method. The company intends to retain the intrinsic 
value method and, therefore, the new standard will have 
no effect on the company’s financial position or results of 
operations. In June 1996, the FASB issued Statement No. 125, 
Accounting for Transfers and Servicing of Financial Assets and 
Extinguishments of Liabilities, which the company must adopt 
for transactions occurring after December 31, 1996. This 
Statement will have no effect on the company’s financial position 
or results of operations. 

In October 1996, Deere & Company made an additional 
$57 million investment in its equipment subsidiary in Mexico, 
increasing its ownership to 99 percent. This previously unconsoli- 
dated affiliate was included as a consolidated subsidiary beginning 
in October. During 1996, the company also made other 
acquisitions of businesses including an increase in ownership of 
its equipment affiliate in Brazil to 40 percent and the purchase 
of a 40 percent interest in Sunstate Equipment Company, a 
regional rental equipment company based in Phoenix, Arizona. 
None of the acquisitions had a significant effect on the company’s 
financial position or results of operations. 


Certain amounts for prior years have been reclassified 
to conform with 1996 financial statement presentations. 


INDUSTRY SEGMENT AND GEOGRAPHIC AREA DATA FOR THE 
YEARS ENDED OCTOBER 31, 1996, 1995 AND 1994 


The company’s operations are categorized into six business 
segments described as follows. 

The company’s worldwide agricultural equipment segment 
manufactures and distributes a full line of farm equipment — 
including tractors; tillage, soil preparation, seeding and harvesting 
machinery; sprayers; hay and forage equipment and integrated 
precision farming technology. 

The company’s worldwide industrial equipment segment 
manufactures and distributes a broad range of machines used 
in construction, earthmoving and forestry — including backhoe 
loaders; crawler dozers and loaders; four-wheel-drive loaders; 
excavators; scrapers; motor graders; log skidders and forestry 
harvesters. This segment also includes the manufacture 
and distribution of engines and drivetrain components for the 
original equipment manufacturer (OEM) market. 

The company’s worldwide commercial and consumer 
equipment segment, formerly the lawn and grounds care 
equipment segment, manufactures and distributes equipment 
for commercial and residential uses — including small tractors 
for lawn, garden, commercial and utility purposes; riding and 
walk-behind mowers; golf course equipment; snowblowers; 
hand-held products such as chain saws, string trimmers 
and leaf blowers; skid-steer loaders; utility transport vehicles; 
and other outdoor power products. 

The products produced by the equipment segments are 
marketed primarily through independent retail dealer networks 
and other retail outlets. 

The company’s credit segment, which mainly operates in 
the United States and Canada, primarily finances sales and leases 
by John Deere dealers of new and used equipment and sales by 
non-Deere dealers of recreational vehicles and marine products. 
In addition, it provides wholesale financing to dealers of the fore- 
going equipment and finances retail revolving charge accounts. 

The company’s insurance segment issues aaah in the 
United States primarily for: general and specialized lines of 
commercial property and casualty i insurance, group accident and 
health insurance for employees of par ticipating Jol hn Deere dealers 
and disability insurance for employees of the company. 

The company’s health care segment provides health 
management programs and related administrative services in the 
United States to commercial clients and the company. 

Because of integrated manufacturing operations and 
common administrative and marketing support, a substantial 
number of allocations must be made to determine industry 
segment and geographic area data. Intersegment sales and revenues 
represent sales of conrponents, insurance premiums, health care 
administrative services and finance charges. Interarea sales repre- 
sent sales of complete machines, service parts and components to 
units in other geographic areas. Intersegment sales and revenues 
and interarea sales are generally priced at market prices. Overseas 
operations are defined to include all activities of divisions, 
subsidiaries and affiliated companies conducted outside the 


United States and Canada. 


Information relating to operations by industry segment 
in millions of dollars follows. Comments relating to these data are 
included in Management’s Discussion and Analysis. In addition 
to the following unaffiliated sales and revenues by segment, 
intersegment sales and revenues in 1996, 1995, and 1994 were 
as follows: agricultural equipment net sales of $119 million, 
$117 million and $119 million; industrial equipment net sales 
of $31 million, $26 million and $29 million; credit revenues of 
$3 million, $1 million and $1 million; insurance revenues of 
$4 million, $20 million and $19 million; and health care revenues 
of $29 million, $28 million and $21 million, respectively. 


INDUSTRY SEGMENTS 1996 1995 1994 


Net sales and revenues 
Unaffiliated customers: 


Agricultural equipment net sales............... $ 6,097 $5,277 $4,718 
Industrial equipment net Sal@s .........c.c. 1,919 1,875 1,640 
Commercial and consumer equipment 

net sales 1,624 1,678 1,305 


Credit revenues. 720 614 15 
Insurance revenues 397 433 408 
Health Care FeVENUES.......ccceeseseeresesreeens 329 291 295 
TOta cetuntertenerseoenierpenenteninereaccimasiiee 11,086 10,165 8,881 
OLNEr FEVENUES vosceccceccssescssestesesessseseressees 143 126 96 
Net sales and revenues ..............ccccccc $11,229 $10,291 $8,977 
Operating profit 
Agricultural equipment .....c..ccccescsesesreerens $ 821 $ 643 $ 553 
Industrial CQUIDMENt cscs 186 198 132 


118 165 162 
229 189 178 
46 47 36 
28 25 24 


Total operating profit... cece 1,428 1,267 1,085 
Other income and (expense) 
Interest INCOMENEL ....ececeseesesseseseseeseereee t 4 1 
Interest EXPENSE—NEL...ccccccsscessvesressserees 104) 124) (114) 
Foreign exchange loss (2) (9) (3) 
Corporate expenses—net.. (32) (34) (33) 
Income taxes 480) 398) (332) 
) 561) (481) 
706 $ 604 
“Operating profit of the credit business segment includes the effect of interest 
expense, which is the largest element of its operating costs. Operating profit of 


he insurance and health care business segments include investment income. 
Identifiable assets 
Agricultural equipment 3 $ 3,661 $3,424 
Industrial equipment..... wes “al 1,218 1,168 
Commercial and consumer “equipment ssaaiatans 1,129 1,144 989 
Credit . 6,542 5796 4,774 
Insuran w= 1,068 =1,127 1,480 
Health care 236 237 191 
CONDOPELG css cecutesistivetearaonntatasaniaiarnsanisyats 755 667 755 

iiccleweertmrrmcr merry $14,653 $13,847 $12,781 
(continued) 


47 


INDUSTRY SEGMENTS 1996 1995 1994 


Capital additions 


$ 150 $ 148 
47 43 

48 27 

2 3 

2 2 

14 8 

$ 263 $ 231 


Depreciation expense 
Agricultural equipment 


Industrial CQUIDMENT..........cccseesesesesesseees 41 38 37 
Commercial and consumer equipment.......... 39 36 29 
(CU coasisivaxceieeses terectevetteceuceseievmevaranieewviarss 3 2 2 
IMSUPAR CEs cscs eenratinconenesuecocvnnlerscotenccatateteness 1 2 1 
HGAITICARGS s cconsinasesaeaisusasaves vansbendeaysosanstoress 5 3 2 
CONSE: crmnseromnmennuarmenananameute 1 1 1 

SV Otel cadadst choesace eet deaciacedmaceanssuiaerasdtconannsais $ 262 $ 250 $ 231 


The company views and has historically disclosed its 
operations as consisting of two geographic areas, the United States 
and Canada, and overseas, shown below in millions of dollars. 
The percentages shown in the captions for net sales and revenues, 
operating profit and identifiable assets indicate the approximate 
proportion of each amount that relates to either the United States 


only or to the company’s Europe, Africa and Middle East division, 


the only overseas area deemed to be significant for disclosure 
purposes. The percentages are based upon a three-year average 
for 1996, 1995 and 1994. In addition to the following geographic 
unaffiliated sales, interarea sales in 1996, 1995 and 1994 were 

as follows: United States and Canada equipment net sales of 
$981 million, $763 million and $640 million, and overseas net 
sales of $415 million, $395 million and $360 million, respectively. 


GEOGRAPHIC AREAS 1996 1995 1994 


Net sales and revenues 
Unaffiliated customers: 
United States and Canada: 


Equipment operations net sales (90%)... $ 6,886 $ 6,648 $5,860 


Financial Services revenues (95%) ....... 1,446 1,335 1,218 
TOtAl astemenamreenmemcnieeanes 8,332 7,983 7,078 
Overseas net SaleS (73%)... 2,754 2,182 1,803 
WOU lcs vauecratettnnnrrcmunsramenicuneedieys 11,086 10,165 8881 
QUNGRTEVENUCS iesssscccvstsscssaviesssvensecis cvraiessans 143 126 96 
Net sales and revenues..................0000 $11,229 $10,291 $8,977 
Operating profit 
United States and Canada: 
Equipment operations (94%) .......cccceeeee $ 867 $ 839 $ 764 
Financial Services (93%) .....cccccccesesereeeeees 303 261 238 
MIOUA joowiers4escrtveawssneecstaete dommes tases 1,170 1,100 1,002 
Overseas equipment operations (70%).......... 298 167 83 
Total operating profit... ccc $ 1,428 $ 1,267 $1,085 
(continued) 
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GEOGRAPHIC AREAS 1996 1995 1994 
Identifiable assets 
United States and Canada: 
Equipment operations (91%)........ccccceesceee $ 4,689 $ 4,607 $ 4,265 
Financial Services (92%).......cccseseeeee 7,846 7,160 6,445 
MOC. cossesctetascecnasatrotcreantinassinnsatusvtiees 12,535 11,767 10,710 
Overseas equipment operations (72%)........... 1,363 1,413 1,316 
GON ONAIC boseinee'nortierssernearirmientranecuus 755 667 759 
NGtal ss axssenutseteenrednentiecsty $14,653 $13,847 $12,781 
Capital additions 
United States and Canada: 
Equipment operations.........ccccceesseereees $ 204 $ 197 $ 190 
FINANCIAL SEWICES. ccsisacivescaxasavessnigevavesentane 19 18 13 
Oth si: cersssnorenraneecmenneY 223 215 203 


Depreciation expense 


United States and Canada: 
Equipment operations.......c.cccccceeeeeenees $ 183 $ 177 $ 166 
FINANCE SCRVICES. sass ciccesseseanassvsessavarscasese 9 7 5 
Total scccensvccmenenceeeenetntenconmais 192 184 71 
Overseas equipment operations. si 69 65 59 
CONDOPTG sss cscaisavacsssayeacoxwtesscanmmviorcieiencarsonre | 1 1 
Ota eccessseveneogrciaeromennransrcecsons $ 262 $ 250 $ 231 
Number of employees 
United States and Canada: 
Equipment operations.........ccccceeereeereees 22,600 23,600 24,200 
Financial S@rviC@S......c.cccccceeseseseeseerereees 2,600 2,400 2,400 
"TGA irsrivespreceereeranerm ae tadiea 25,200 26,000 26,600 
Overseas equipment operations... 8,700 7,400 7,700 
TO talevsvessintedsopcearenneansnesenedtceteunesiaian 33,900 33,400 34,300 


Total exports from the United States were $1,584 million 
in 1996, $1,314 million in 1995 and $1,144 million in 1994. 
Exports from the Europe, Africa and Middle East division were 
$522 million in 1996, $510 million in 1995 and $495 million 
in 1994. Most of these exports were to the United States 
and Canada. 


REINSURANCE 


pS 
The company’s insurance subsidiaries utilize reinsurance to limit 
their losses and reduce their exposure to large claims. Although 
reinsurance contracts permit recovery of certain claims from 
reinsurers, the insurance subsidiaries are not relieved of their 
primary obligations to the policyholders. The financial condition 
of the reinsurers is evaluated to minimize any exposure to losses 
from insolvencies. 
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Insurance and health care premiums earned consisted of the 
following in millions of dollars: 


1996 1995 1994 


Premiums earned: 
Direct from policyhOlders..........cescesseeeeseens $706 $686 $678 
R@INSUFANCE ASSUMEM.......cscssescesesseseeteseereees 19 44 47 
ReINSURANICE COGEU ss ssircrvcissaniorcecascarexrtesavsienes (34) (55) (68) 
Financial Services preMiUMS.............0000+ 691 675 657 
InterCOMPANY PLEMIUMS ........c.ceceeeeeseeseeteeeeees (33) (47) (48) 
PSG esse vscssaescvcveansovieorreornecnevasezecenonese $658 $628 $609 


The difference between premiums earned and written is 
not material. Reinsurance recoveries on ceded reinsurance con- 
tracts during 1996, 1995 and 1994 totaled $6 million, $36 million 
and $80 million, respectively, and are deducted from “Insurance 
and Health Care Claims and Benefits” expense. At October 31, 
1996 and 1995, reinsurance receivables of $66 million and 
$81 million and prepaid insurance premiums of $21 million and 
$18 million, respectively, were associated with a single reinsurer. 


RESTRUCTURING COSTS 


During the second quarter of 1993, the company initiated plans 


to downsize and rationalize its European operations. This resulted 
in a restructuring charge of $80 million after income taxes or $.34 
per share ($107 million before income taxes). The charge mainly 
represented the cost of employment reductions. As of October 31, 
1996, the expected employment reductions and the disbursement 
of the $107 million accrual were both nearly complete. 


PENSION BENEFITS 


The company has several pension plans covering substantially all 
of its United States employees and employees in certain foreign 
countries. The United States plans and significant foreign plans in 
Canada, Germany and France are defined benefit plans in which 
the benefits are based primarily on years of service and employee 
compensation. It is the company’s policy to fund its United States 
plans according to the 1974 Employee Retirement Income Security 
Act (ERISA) and income tax regulations. In Canada, the company’s 
funding is in accordance with local laws and income tax regulations, 
while the pension plans in Germany and France are unfunded. 
Plan assets in the United States and Canada consist primarily 

of common stocks, common trust funds, government securities 
and corporate debt securities. Pension cost for United States 
plans is based on the 1983 Group Annuity Mortality Table. 


The components of net periodic pension cost and the 
significant assumptions for the United States plans consisted of 
the following in millions of dollars and in percents: 


1996 1995 1994 


SGIVICE COS ccepsccenrerenasrenarumrrtaraenuetes $ 86 $ 73 $ 79 
ITGREST COSE: ccacisisrervestassaceriarcanseiareees 322 308 286 
Return on assets: 

ACtUal QIN... .sceeseesesseestesecseestesseessesseesnease (733) (659) (86) 

Deferred Gain (l0SS).......0:ssessessessesesssssscsesreess 363 322 (218) 
Net AMOMTIZATION ........esceseeseeseesesesessesesteseesees 58 49 43 
Net cost $96 $ 93 $104 
Discount rates for obligationS............ccccceee 7.5% 7.5% 8.0% 
Discount rates for EXPENSES...........csscecceeseeeeens 7.5% 8.0% 7.25% 
Assumed rates of compensation increases....... 5.0% 5.0% 5.0% 
Expected long-term rate Of return... 9.7% 9.7% 9.7% 


A reconciliation of the funded status of the United States 
plans at October 31 in millions of dollars follows: 


1996 1995 


Assets Accumulated Assets Accumulated 
Exceed Benefits Exceed Benefits 
Accumulated Exceed Accumulated Exceed 
Benefits Assets Benefits Assets 


Actuarial present value 
of benefit obligations 
Vested benefit obligation......... $(1,702) $(2,104)  $(1,641) 
Nonvested benefit obligation... (105) (324) (102) (356) 


Accumulated benefit obligation.. (1,807) (2,428) (1,743) (2,294) 
Excess of projected benefit 
obligation over accumulated 
benefit obligation............0.. (400) (20) (386) (21) 

Projected benefit obligation ......... (2,207) (2,448) = (2,129) ~— (2,315) 
Plan assets at fair value............... 2,299 2,378 2,025 2,142 
Projected benefit obligation 

(in excess of) or less than 

PIAN ASSES ......ceeseeseessesseeseesees 92 (70) (104) (173) 
Unrecognized net (gain) loss........ (176) 388 5 498 
Prior service cost not yet 

recognized in net periodic 

PENSION COSt.....ceesceesesreseseeees 4 140 4 172 
Remaining unrecognized 

transition net asset 

from November 1, 1985........... (53) (4) (63) (7) 
Adjustment required to 

recognize minimum liability...... (512) (648) 
Pension liability recognized 

in the consolidated 

balance sheet................... $ (133) $ (68) $ (158) $ (158) 
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The components of net periodic pension cost and the 
significant assumptions for the foreign plans consisted of the 
following in millions of dollars and in percents: 


1996 1995 1994 


The components of net periodic postretirement benefits cost 
and the significant assumptions for the United States and Canadian 
plans consisted of the following in millions of dollars and in percents: 


1996 1995 1994 


SEIVICE COST. scssssvivesssancsassssssveosscresescaisenasts $ 9 $ 9 $ 9 
INTCRESE GOST sccsivsscsssecoistatovsesitenedvisnnetanacdes 28 27 23 
Return on assets: 
AGIUGIGAINT scorccrenatincenonvenncamncscrnee: (18) (12) (14) 
DELCICG Call cscccavsntesrsnesiarenenoncceeress i 1 6 
NGTAMOMIZAT OM snsccsscanceisvanwsirinvsssacceriavss if 2 2 
NEN COS ir setomctrosnceakeneeen $ 33 $ 27 $ 26 


Discount rates for obligations «00... 70-8.3% 7.0-8.3% 7.0-8.3% 
Discount rates for EXPENSES «0... sees 70-83% 70-83% 68-7.0% 
Assumed rates of compensation increases... 4.0-7.0% 40-70% 4.0-7.0% 


Expected long-term rates of return............ 8.3% 8.3% 68-70% 


A reconciliation of the funded status of the foreign plans at 
October 31 in millions of dollars follows: 


1996 1995 
Assets Accumulated Assets Accumulated 
Exceed Benefits Exceed Benefits 
Accumulated Exceed Accumulated Exceed 
Benefits Assets Benefits Assets 
Actuarial present value 
of benefit obligations 
Vested benefit obligation ........... $(82)  $(269) $(79) $(264 
Nonvested benefit obligation...... (3) (4 
Accumulated benefit obligation... (82) (272) (79) (268 
Excess of projected benefit 
obligation over accumulated 
benefit obligation... (11) (41) (12) (44 
Projected benefit obligation............ (93) (313) (91) (312 
Plan assets at fair VaIUC.......csceeee 160 144 
Projected benefit obligation 
(in excess of) or 
less than plan assets... 67 (313) 53 (312) 
Unrecognized net gain... (27) (7) (15) (10) 
Prior service cost not yet recognized 
in net periodic pension cost....... 2 2 1 


Remaining unrecognized 
transition net (asset) obligation 
from November 1, 1987... (11) 23 (13) 29 


Prepaid pension asset 
(pension liability) recognized 
in the consolidated 
balance sheet...................0 $ 31 


$ (295) $ 26 $(293) 


POSTRETIREMENT BENEFITS OTHER THAN PENSIONS 


SYD EE 
The company generally provides defined benefit health care and 


life insurance plans for retired employees in the United States 
and Canada. Provisions of the benefit plans for hourly employees 
are, in large part, subject to collective bargaining. The plans for 
salaried employees include certain cost-sharing provisions. It 1s 
the company’s policy to fund a portion of its obligations for the 
United States postretirement health care benefit plans under 
provisions of Internal Revenue Code Section 401(h). Plan assets 
consist primarily of common stocks, common trust funds, 
government securities and corporate debt securities. 
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Health Care 
SEIVIGE COS bicsivscesssnadinssorsaiviriecsrsssatiseravis $ 61 $ 55. $ 54 
IMCFESTICOST: ss vccincassanatinssnsstsveserseesnnrseioners 135 122 117 
Return on assets: 
AGUUALGENT swscessestverervsancemnsismemeasanas (37) (30) (4) 
Deferred gain (loss) .. 17 15 (10) 
Net AMOrtIZALION ss eeceeeceteesteesteesesteres (23) (40) (44) 
NEU COS le .tecscsvaxatacorterennnnavaianacenites 153 122 113 
Life Insurance 
Service cost 3 3 8 
Interest cost 17 16 15 
Net amortization 1 
INGE COS Bass caiioncssevonorsdnesstnboassaiervnctiaesty 21 19 18 
Total Net COST... $174 $141 $131 
Discount rates for obligations ............c08 7.75% 7.75% 8.25% 
Discount rates for expense ......... . 1.75% 8.25% 7.5% 
Expected long-term rate of return... 9.7% 9.7% 9.7% 


A reconciliation of the funded status of the United States 
and Canadian plans at October 3] in millions of dollars follows: 


1996 1995 


Health Life Health Life 
Care Insurance Care Insurance 


Accumulated postretirement 


benefit obligations 

RETICOS! wu esesaccrentantannsneirnainrmntiie $(1,279) $(147) $(1,167) $(139) 
Fully eligible active plan participants... (226) (34) (225) (29) 
Other active plan participants............ (365 (54) (369) (55) 
NOVA sivas ss Sovieaancsveisnannenareeanernsanzes (1,870) (235) (1,761) = (223) 


Plan assets at fair VaIUC......c ees 271 192 


Accumulated postretirement benefit 

obligation in excess of plan assets..... (1,599) (235) (1,569) (223) 
Unrecognized net l0SS ........eseseseen 108 33 143 32 
Prior service credit not yet recognized 


in net periodic postretirement 
D@MeftS:COSt......s.cearesnsciancasearrivescens (30) (1) (91) 


Postretirement benefit liability 
recognized in the consolidated 
balance sheet ............0.cccccceee $(1,521) $(203) 


$(1,517) $(191) 


The annual rate of increase in the per capita cost of covered 
health care benefits (the health care cost trend rate) used to 
determine 1996 cost was assumed to be 9.2 percent for 1997, 
decreasing gradually to 4.55 percent by the year 2003. The rate 
used to determine 1995 cost was assumed to be 9.1 percent for 
1996, decreasing gradually to 4.5 percent by the year 2001. The 
rate used to determine 1994 cost was assumed to be 8.2 percent 
for 1995, decreasing gradually to 4.5 percent by the year 2001. 
An increase of one percentage point in the assumed health care 
cost trend rate would increase the accumulated postretirement 
benefit obligations at October 31, 1996 by $213 million and the 
net periodic postretirement benefits cost for the year then ended 
by $26 million. 
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INCOME TAXES 


The provision for income taxes by taxing jurisdiction and by 
significant component consisted of the following in millions 
of dollars: 


1996 1995 1994 


Current: 
United States: 
BBO clteseccotsyouvresnsveesiecsteeset sense coieteeeenrmementecers $406 $253 $244 
ILO wiacvaucierareesee suns ake enlorattenwneesetiteametest ts 42 Wd 12 
OTE OMS cis scdspnsovecerovancnncdsvosmin tatavervcesensircctunsierednee 98 59 50 
TOUEL CUTE IN erences euicacouarecentenins eareeneaceenh ih 546 325 306 
Deferred: 
United States: 
FOGG Rall .ssuzccicersayerbavevauots ttorcsntenivevssnvicusncureseanid (61) 70 21 
ELCs vvvenvseceverevsisausssatoianaassvacersunnasensuranoosveeses (7) 4 2 
OLE O fl evxisncsveeeesscovnnreistttecdsssnnineercottvineneesten crdeiasaze (8) (1) 3 
TOtal GEfEIEC......ssesssesssesssesssscseseoesessecssssosnse (66) 73 26 
Provision for income taXeS ..........0..ccccccseseaes $480 $398 $332 


Based upon location of the company’s operations, the 
consolidated income before income taxes in the United States 
in 1996, 1995 and 1994 was $929 million, $881 million 
and $781 million, respectively, and in foreign countries was 
$358 million, $212 million and $140 million, respectively. 
Certain overseas operations are branches of Deere & Company 
and are, therefore, subject to United States as well as foreign 
income tax regulations. The pretax income by location and 
the preceding analysis of the income tax provision by taxing 
jurisdiction are, therefore, not directly related. 

A comparison of the statutory and effective income tax provi- 
sion and reasons for related differences in millions of dollars follows: 


1996 1995 1994 


United States federal income tax provision 
at a statutory rate of 35 percent..............00..... $450 $382 $322 
Increase (decrease) resulting from: 


State and local income taxes, net of 


federal income tax DeNEfit..... cc ceccsesssesesessesseeeee 23 14 8 
Taxes on foreign income which differ from 

the United States statutory rate... cece: 24 am] 7 
Realization of benefits of tax loss 

and tax credit carryforwards.....ccccccsccesesseseseeeeees (9) (1) (4 
TEOXGMDE INCOM Es ccsnecreunantenrereenmiginescerentonisinsariae. (4) (5) 6) 
Other adjustments — net .......ccscceseeseesesseessessesseesseeees (4) (3) 4 
Provision for income taXe$ ...........0.cccccseeee $480 $398 $332 


Deferred income taxes arise because there are certain items 
that are treated differently for financial accounting than for income 
tax reporting purposes. An analysis of the deferred income tax 
assets and liabilities at October 31 in millions of dollars follows: 


1996 1995 
Deferred Deferred Deferred Deferred 
Tax Tax Tax Tax 
Assets Liabilities Assets Liabilities 

Deferred installment sales income... $ 327 $ 321 
Tax over book depreciation .............. 100 105 
Accrual for retirement and 

postemployment benefits............ $ 573 $ 525 
Minimum pension liability 

ACIUSHMENE.......csccscsseccssccssessseees 140 192 
Accrual for sales allowances........... 211 186 
Accrual for vacation pay... 43 4] 
Allowance for doubtful receivables....... 52 43 
Tax loss and tax credit carryforwards... 15 29 
Claims and reS@rVeS .....cccccsssseseessssses 17 21 
Unearned premiums... . 10 9 
Other it€MS .o..ceeccececsessseeseesseenes 111 85 105 72 
Less valuation allowance... (16) (29) 
Deferred income tax 

assets and liabilities ............ $1,156 $512 $1,122 $498 


At October 31, 1996, accumulated earnings in certain 
overseas subsidiaries totaled $512 million for which no provi- 
sion for United States income taxes or foreign withholding 
taxes has been made, because it is expected that such earnings 
will be reinvested overseas indefinitely. Determination of the 
amount of unrecognized deferred tax liability on these unremitted 
earnings is not practical. 

Deere & Company files a consolidated federal income tax 
return in the United States, which includes the wholly-owned 
Financial Services subsidiaries. These subsidiaries account for 
income taxes generally as if they filed separate income tax returns. 

At October 31, 1996, certain foreign tax loss and tax credit 
carryforwards were available. The expiration dates and amounts 
in millions of dollars are as follows: 1997 - none, 1998 - none, 
1999 - $1, 2000 - $7, 2001 - $5 and unlimited - $2. 


MARKETABLE SECURITIES 


Marketable securities are held by the insurance and health care 
subsidiaries. In the first quarter of 1995, the company adopted 
FASB Statement No. 115, Accounting for Certain Investments 
in Debt and Equity Securities, and recorded its held-to-maturity 
debt securities at amortized cost and available-for-sale debt and 
equity securities at fair value with unrealized gains and losses 
shown as a separate component of stockholders’ equity. In the 
first quarter of 1996, concurrent with the adoption of “A Guide 
to Implementation of Statement 115 on Accounting for Certain 
Investments in Debt and Equity Securities — Questions and 
Answers,’ the company transferred all its held-to-maturity debt 
securities to the available-for-sale category. At the time of transfer 
in November 1995, the amortized cost of these securities was 
$484 million and the unrealized gain was $29 million ($19 million 
after income taxes). Although the company’s intention to hold 

a majority of its debt securities to maturity has not changed, 
the transfer was made to increase flexibility in responding 

to future changes in investment needs. Realized gains or losses 
from the sales of marketable securities are based on the specific 
identification method. 


on 
nee 


2 _______. 


The amortized cost and fair value of marketable securities 
in millions of dollars follow: 


Amortized Gross Gross 
Cost Unrealized Unrealized Fair 
or Cost Gains Losses Value 


October 31, 1996 

Available-for-Sale: 
Equity S@CUTFtIES ...... eee $655UlUCU$ 2 $06 67 
U.S. government and agencies... 225 5 $ 1 229 
States and municipalities .......... 163 9 1 171 
COMPOMALGs scsi irimscsnrescpeenreoones 265 6 1 270 
Mortgage-backed securities ..... 188 5 3 190 
QUE a carveysdacrenccsawcessncvenncrsinsnss 2 2 

Marketable securities............. $ 848 $27 $ 6 $ 869 

October 31, 1995 

Held-to-Maturity: 
U.S. government and agencies... $ 79 $ 5 $ 84 
States and municipalities.......... 170 11 $ 1 180 
CONDO vewrerersienencsassenaarccenns 126 7 133 
Mortgage-backed securities ..... 124 6 1 129 

TOtal eareestenssrsveswesniveranis 499 29 2 526 

Available-for-Sale: 
Equity S@CUTItICS oo... tees 6 6 
U.S. government and agencies.. 111 2 1 112 
States and municipalities.......... 24 1 29 
COMPOLALC sasnersersesssanssstvseracetvrs 151 3 1 153 
Mortgage-backed securities ..... 30 1 31 
Ol lic centrrentrcy enter ert 4 4 

TOL ssossaiscsicnmetn 326 7 2 331 
Marketable securities............. $ 825 $36 $ 4  $ 857 


The contractual maturities of debt securities at October 31, 
1996 in millions of dollars follow: 


Available-for-Sale 
Amortized Fair 


Cost Value 
Due in ONE Year OF |OSS:.sscessscesessvvevevevansrerarevmecsereeoneassonse $ 23 $ 23 
Due after one through five Years vo... ececeeeeeeeteseeseesenee 263 264 
Due after five through 10 years... 185 190 
DUBIAHEL lO VCAS cccseccsssivcsssanencenseveasssveenesrenciesspnndanenseioes 370 383 
Debt S@CUTITIES.............0..ccccecceseeseeeeseeneeeeeieenneen $841 $860 


Actual maturities may differ from contractual maturities 
because some borrowers have the right to call or prepay obliga- 
tions. Proceeds from the sales of available-for-sale securities were 
$11 million in 1996 and $79 million in 1995. Gross realized gains 
and losses on those sales were $.3 million and none, respectively, 
in 1996 and $9 million and $2 million, respectively, in 1995. 
The increase in the net unrealized holding gain on available-for- 
sale securities was $16 million ($11 million after income taxes) 
during 1996 and $5 million ($3 million after income taxes) 
during 1995. In 1995, the John Deere Life Insurance Company 
was sold, including its held-to-maturity marketable securities 
of $229 million and available-for-sale securities of $100 million. 


DEALER ACCOUNTS AND NOTES RECEIVABLE 


pacman sli baat cee oe 
Dealer accounts and notes receivable at October 31 consisted of 
the following in millions of dollars: 


1996 1995 

Dealer accounts and notes: 
AGTICURUTAN, wsiesinsccnseacssrencosastiassianiensennatrerretatenans $2,009 $1,877 
[GUSHIAl:..cssesiscrsasirneereernntmimaunnaran 422 5/5 
COMMIMerCial ANA CONSUMES. .ssssisiscsssseorssocccsseseavenenes 593 658 
Wall beeeseesseseesceern a ivenvsartevesrrencysumenennenies 3,024 3,110 
Other reCeivADleS .......ccscssccssssssscssessessscsssesteseneeteneens 164 174 
TOUAl fess casarpeeamerner tear cenaranvamneeaieats 3,188 3,284 
Less allowance for doubtful receivables... 35 24 
Dealer accounts and notes receivable-net....... $3,153 $3,260 


At October 31, 1996 and 1995, dealer notes included above 
were $638 million and $575 million, respectively. 

Dealer accounts and notes receivable arise primarily from 
sales to dealers of John Deere agricultural, industrial and commer- 
cial and consumer equipment. The company generally retains 
as collateral a security interest in the equipment associated with 
these receivables. Generally, terms to dealers require payments as 
the equipment which secures the indebtedness is sold to retail 
customers. Interest is charged on balances outstanding after certain 
interest-free periods, which range from six to nine months for 
agricultural tractors, one to five months for industrial equipment, 
and from six to 24 months for most other equipment. Dealer 
accounts and notes receivable have significant concentrations of 
credit risk in the agricultural, industrial and commercial and 
consumer business sectors as shown in the previous table. On a 
geographic basis, there is not a disproportionate concentration of 
credit risk in any area. 


CREDIT RECEIVABLES 


Credit receivables at October 31 consisted of the following in 
millions of dollars: 


1996 1995 
Retail notes: 
Equipment: 
AGRICUINGPA ccrcssencrervseessreremistee vanigeriaressinaviieeess $3,273 = $3,282 
IOUS THA sccscssicssssaazsnsvcressardecsasvetacsanehicecumrtekanends 903 742 
Commercial and CONSUMET ..........cscseeceeeeeeeees 245 215 
Recreational products .........c..cccceceeeeeeneeseensen 1,394 1,403 
UOC cosaceavesvvassszkaneaiasviiwsvn svtetrveanatanmunnasienien 5,815 5,642 
Revolving Charge ACCOUNIS .........sceeseseeseeeesseeees 577 513 
FINANCING IGASES, ... cs sssasiarsniiresecanrectecrmemmarncencioanes 223 199 
WHIOIESAIE HOLES cvcsivcssccesemgorerarameeneuseeenaeians 566 314 
Total credit reC@iVADIES ..........cccccecececececeteteteeeeeene 7,181 6,668 
Less: 
Unearned finance income: 
EqUIDITIGNE NOLES wserirasanvenenxcenvetieonsenteen: 634 674 
Recreational product notes se 511 532 
FINANCING ICASES..........csceccsseceesestesessesesessesesssess 31 29 
TGtAl sesrecesneecesertere tence masnanien 1,176 1,235 
Allowance for doubtful receivables.........ccccceeeee 93 88 
Credit receivables — net......0..0....ccccccccsceeee $5,912 $5,345 


Credit receivables have significant concentrations of credit 
risk in the agricultural, industrial, commercial and consumer, 
and recreational product business sectors as shown in the previ- 
ous table. On a geographic basis, there is not a disproportionate 
concentration of credit risk in any area. The company retains 
as collateral a security interest in the equipment associated with 
retail notes, wholesale notes and financing leases. 

Credit receivable installments, including unearned finance 


income, at October 31 are scheduled as follows in millions of dollars: 


1996 1995 
Due in months: 
OF D essarenveeoneunatessaniomuantniinerentnaatntys $2,569 $2,128 
NNO 2A esas tenmiavaesuncenstoririmenrnesmereerucenrie 1,530 1,445 
1,113 1,064 
767 761 
463 493 
739 Tit 
TOU AN evcsesesastssxhccsnece’ ates vanevaiessaysssadasisaseasaiauanaisaaisteans $7,181 $6,668 


The maximum terms for retail notes are generally seven 
years for agricultural equipment, five years for industrial equip- 
ment, six years for commercial and consumer equipment and 15 
years for recreational products. The maximum term for financing 
leases is six years, while the maximum term for wholesale notes 
is generally 12 months. 

The company’s United States and Canadian credit sub- 
sidiaries received proceeds of $960 million in 1996, $837 million 
in 1995 and $560 million in 1994 from the sale of retail notes. 
Certain other foreign subsidiaries also sold retail notes, receiving 
proceeds of $.3 million in 1996, $.5 million in 1995 and $2 million 
in 1994. At October 31, 1996 and 1995, the unpaid balances of 
retail notes previously sold were $1,391 million and $1,279 million, 
respectively. The company’s maximum exposure under all retail 
note recourse provisions at October 31, 1996 and 1995 was 
$196 million and $188 million, respectively. The retail notes sold 
are collateralized by security interests in the related equipment 
sold to customers. There is no anticipated credit risk related to 
nonperformance by the counterparties. At October 31, 1996 
and 1995, worldwide credit receivables administered, which 
include credit receivables previously sold but still administered, 
totaled $7,303 million and $6,624 million, respectively. 

Total credit receivable amounts 60 days or more past 
due were $22 million at October 31, 1996 compared with 
$16 million at October 31, 1995. These past-due amounts 
represented .36 percent of the credit receivables financed at 
October 31, 1996 and .30 percent at October 31, 1995. 

The allowance for doubtful credit receivables represented 

1.56 percent and 1.61 percent of credit receivables outstanding 
at October 31, 1996 and 1995, respectively. In addition, at 
October 31, 1996 and 1995, the company’s credit subsidiaries 
had $155 million and $144 million, respectively, of deposits 
withheld from dealers and merchants available for potential 


credit losses. An analysis of the allowance for doubtful credit 
receivables follows in millions of dollars: 


1996 1995 1994 


Balance, beginning Of the year... eases $88 $86 $83 
Provision charged to operations... wo 43 36 31 

Amounts written Off........cscseseeeeees aa (82) (25) (24) 
Transfers related to retail note Sales... (6) (9) (4) 
Balance, end of the year oo... cece $93 $88 $86 
OTHER RECEIVABLES 


Other receivables at October 31 consisted of the following in 
millions of dollars: 


1996 1995 
Insurance and health care premiums receivable ................ $127 $114 
ReINSUTANCE FECEIVADIES 0.0... ..ceescesseeseeseeseenee 119 145 
Receivables relating to asset backed securitizations. “ws 196 188 
UNG vecsczenasstazsssesssatecervsiosnceisasaiseessccuvediedacrvsnerantenweseace 108 45 
Other receivables oo... cccccccecseestessesstesesseenees $550 $492 


Other receivables are primarily held by the Financial 
Services subsidiaries. The credit subsidiaries’ receivables related to 
asset backed securitizations are equal to the unamortized present 
value of deposits made with other entities pursuant to recourse 
provisions, and other payments to be received under the retail 
note sales agreements. 


EQUIPMENT ON OPERATING LEASES 


SSS 
Operating leases arise from the leasing of John Deere equipment 
to retail customers in the United States and Canada. Initial lease 
terms range from 12 to 72 months. The net value of equipment 
on operating leases was $430 million and $259 million at October 
31, 1996 and 1995, respectively. Of these leases, at October 31, 
1996, $153 million was financed by the Equipment Operations 
and $277 million by the credit subsidiaries. The accumulated 
depreciation on this equipment was $86 million and $71 million 
at October 31, 1996 and 1995, respectively. The corresponding 
depreciation expense was $53 million in 1996, $35 million in 
1995 and $31 million in 1994. 

Future payments to be received on operating leases totaled 
$249 million at October 31, 1996 and are scheduled as follows: 
1997 — $93, 1998 — $80, 1999 — $45, 2000 — $25 and 2001 — $6. 


INVENTORIES 


Substantially all inventories owned by Deere & Company and its 
United States equipment subsidiaries are valued at cost, on the 
“Jast-in, first-out” (LIFO) basis. Remaining inventories are 
generally valued at the lower of cost, on the “first-in, first-out” 
(FIFO) basis, or market. The value of gross inventories on the 
LIFO basis represented 83 percent and 79 percent of worldwide 
gross inventories at FIFO value on October 31, 1996 and 1995, 
respectively. 


Raw material, work-in-process and finished goods inventories 
at October 31, 1996 totaled $829 million on a LIFO basis compared 
with $721 million one year ago. Ifall inventories had been valued on 
a FIFO basis, estimated inventories by major classification at 
October 31 in millions of dollars would have been as follows: 


1996 1995 

Raw materials and SUPPIieS.......... cesses $ 228 $ 223 
WOEKEIN = PROCESS worsssvossavecionmerssnsrsmerenreninn verse eannes 397 343 
Finished machines and parts 1,232 1,100 
TOtal FIFONAIUG wissnsermnsrnrernranmneme 1,857 1,666 
AG|UStinentt6 LIFO DASIS sasccrsanenmmeesmomiassa 1,028 945 
INVENTOFIES ..... ec ccccesccccstesessesesessestesesteseeteseneene $ 829° 721 


“Includes $44 million of inventories for the acquired Mexico operations. 


PROPERTY AND DEPRECIATION 


A summary of property and equipment at October 3! in millions 
of dollars follows: 


1996 1995 

[ATU pscectentacnsar ihlerntaranthangeuieirsivimeneiaaerrinn $ 46 $ 42 
Buildings and building equipment 914 891 
Machinery and @QUuIPMENE .........:csceseseeseetestesneseeneens 2,157 2,219 
Dies, patterns, tools, etc . ‘3 561 516 
All Ot Glinscosmoscanvcishermaurenreniinnaanwawnevivint 518 476 
CONStUCTION IN PFOQTESS.......s:sssssesresesessesreesesseeneseseenes 109 69 

GIA COS bis.s.c10 terccracnernivnisecniocrnsintrereiwoneiivers 4,305 4,213 
Less accumulated depreciation 2,953 2,877 
Property and equipment — net... ee $1,352 $1,336 


Leased property under capital leases amounting to $4 million 
and $7 million at October 31, 1996 and 1995, respectively, is 
included primarily in machinery and equipment and all other. 

Property and equipment additions and depreciation are 
reported on page 48. Property and equipment expenditures for 
new and revised products, increased capacity and the replacement 
or major renewal of significant items of property and equipment 
are capitalized. Expenditures for maintenance, repairs and minor 
renewals are generally charged to expense as incurred. Most 
of the company’s property and equipment is depreciated using 
the straight-line method for financial accounting purposes. 
Depreciation for United States federal income tax purposes is 
computed using accelerated depreciation methods. 

It is not expected that the cost of compliance with foresee- 
able environmental requirements will have a material effect on 
the company’s financial position or results of operations. 


INTANGIBLE ASSETS 


Net intangible assets totaled $286 million and $305 million at 
October 31, 1996 and 1995, respectively. The Equipment Operations’ 
balance of $276 million at October 31, 1996 consisted primarily 
of a $143 million intangible asset related to the minimum pension 
liability required by FASB Statement No. 87, and unamortized 
goodwill which resulted from the purchase cost of assets acquired 
exceeding their fair value. The intangible pension asset decreased 
by $33 million during 1996. 

Intangible assets, excluding the intangible pension asset, 
are being amortized over 25 years or less, and the accumulated 
amortization was $39 million and $30 million at October 31, 1996 
and 1995, respectively. The intangible pension asset is remea- 
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sured and adjusted annually. The unamortized goodwill is 
reviewed periodically for potential impairment. 
SHORT-TERM BORROWINGS 


(SR I BE EE EES SS EE EE SE EE EEE 
Short-term borrowings at October 31 consisted of the following 
in millions of dollars: 


1996 1995 
Equipment Operations 
COMMERCIAL PANE. csasssencesscssnnocsavseeniveeserenvesennsnvesereas $ 106 $ 54 
Notes payable to DaNKS ........cscceseeeseeeseeeseseeeeeeenees 38 23 
Long-term borrowings due within one year. 79 319 
TMOLA sscessveinssstecosanasinnd een aianactegsescestacesnemroniesiabaibsars 223 396 
Financial Services 
COMMMERClal PAPEL: .sisivcnesnevoesnecawnissvoaseenninaners ceansennnnsh 2,030 2,398 
Notes payable to DANKS .......cccsescsssesseeseeeseseerseresenens 27 2 
Long-term borrowings due within one yea... 864 344 
TOU ssascsianonissoveras soenanngvsanansataninavatanaaetasaeeanaeaty 2,921 2,744 
Short-term borrowingS........0.....0....cccccceceeeees $3,144 $3,140 


The weighted average interest rates on total short-term 
borrowings, excluding current maturities of long-term borrowings, 
at October 31, 1996 and 1995 were 5.1 percent and 5.9 percent, 
respectively. All of the Financial Services’ short-term borrowings 
represent obligations of the credit subsidiaries. 

Unsecured lines of credit available from United States and 
foreign banks were $4,361 million at October 31, 1996. Some of 
these credit lines are available to both the Equipment Operations 
and certain credit subsidiaries. At October 31, 1996, $2,159 million 
of the worldwide lines of credit were unused. For the purpose 
of computing the unused credit lines, total short-term borrowings, 
excluding the current maturities of long-term borrowings, were 
considered to constitute utilization. 

Included in the above lines of credit is a long-term 
committed credit agreement expiring on February 27, 2001 
for $3,675 million. This agreement is mutually extendable and 
the annual facility fee is .08 percent. 

The credit agreement has various requirements of John 
Deere Capital Corporation, including the maintenance of its 
consolidated ratio of earnings to fixed charges at not less than 
1.05 to 1 for each fiscal quarter. In addition, the Capital 
Corporation’s ratio of senior debt to total stockholder’s equity plus 
subordinated debt may not be more than 8 to | at the end of any 
fiscal quarter. In October 1996, Deere & Company formalized 
in a contractual agreement its long-standing previously expressed 
intention of conducting business with the Capital Corporation on 
such terms that the Capital Corporation will continue to satisfy 
the ratio requirement for earnings to fixed charges. Deere & 
Company also agreed to maintain the Capital Corporation’s 
tangible net worth at not less than $50 million and own at 
least 51 percent of Capital Corporation’s voting capital stock. 
These arrangements are not intended to make Deere & 
Company responsible for the payment of obligations of this 
credit subsidiary. The credit agreement also contains a provision 
requiring Deere & Company to maintain consolidated tangible 
net worth of $500 million according to United States generally 
accepted accounting principles in effect at October 31, 1994. 
Under this provision, the company’s total retained earnings 
balance was free of restriction at October 31, 1996. 


ACCOUNTS PAYABLE AND ACCRUED EXPENSES 


Aiea 
Accounts payable and accrued expenses at October 31 consisted 


of the following in millions of dollars: 


1996 1995 
Equipment Operations 
Accounts payable: 
AIAG sveowascave esac erekapaverent aiecdievoneneni ter meneeeenraceesare $ 882 = $ 841 
e 52 52 
QUEL sssssnssrassesenapoaancennectionnearasnospastasesneranrdiuarescoerdeonatess 37 32 
Accrued expenses: 
EM PIOVER DENG S ya sessenanwensurmrasscierereauerssectse 151 145 
Dealer COMMISSIONS ........ssessscscsessessessssssesvesseessessteseenes 178 153 
675 637 


1,860 
Financial Services 
Accounts payable: 
Deposits withheld from dealers and merchants.............. 155 144 
OUT G icsesoovsisrsenestevcoseseunncersneeweertenramnstumeranae es 132 121 
Accrued expenses: 
Unearned premiums .........sssscsssssssesessessscsssssvesserseerese 145 160 
Unpaid loss adjustment @xpense........cccceccsesseesesseenee 88 90 
ILCTESt DAVGIG sy sserenceceviteenenercsunmtrnenn nearer 44 36 
OU Gliese esseet duarceueschvtaeern tvarautiacsnietramanhcastssmeten 137 123 
TUE seccrnsessasinreseescenteacesernen nserirarcax annuities 701 674 
Intercompany ClIMINAtIONS .........cesceescesesseestesseeseesseeseesseeses (1) 
Accounts payable and accrued expenseg............... $2,676 $2,533 


LONG-TERM BORROWINGS 


RS TS TEE ICS SIT EE IIE IT SE SRE ESI 
Long-term borrowings at October 31 consisted of the following 


in millions of dollars: 


1996 1995 


Equipment Operations 
Notes and debentures: 
Medium-term notes due 1998 — 2006: 
Average interest rate of 8.9% 
as of year end 1996 and 1995 .....ccesccsecsesseeseene $ 171 $ 239 
Adjustable rate senior notes due 2002: 
Interest rate of 7.8% as of year end 
1996 and 7.1% as of year ENd 1995... 50 60 
8.95% debentures AUC 2019.....c.cecsessssesssesessesssessees 200 200 


(continued) 


1996 1995 
Financial Services 
Notes and debentures: 
Medium-term notes due 1997 — 2006: 
Average interest rate of 6.7% as of year end 
1996 and 7.0% as of year end 1995... $1,402 $ 826 
PZOVUMOES GUE 199 Fis wsicernacrnisvethiiicaimanaiavsss 100 


Floating rate notes due 1998 (federal funds rate): 

Swapped to an alternative variable interest rate 

of 5.6% as of year end 1996 and 6.0% as of 

VEO CNG 1995 sicsreceeecssrrenuenensenenninannnnanins 150 150 
5% Swiss franc bonds due 1999: Swapped to U.S. 

dollars and a variable interest rate of 6.0% as of 


year end 1996 and 6.4% as of year end 1995.......... 97 97 
Total notes and debeNtures......c.cccccceceeseeeeee 1,649 173 
Subordinated debt: 


9-5/8% subordinated notes due 1998: Swapped 

to variable interest rate of 6.0% as of 

year end 1996 and 6.5% as of year end 1995.......... 150 150 
8-5/8% subordinated debentures due 2019: 

Swapped to variable interest rate of 5.7% 


AS GE YOACN 1995 seivversesesiedisaassasaressssennsissansavessioss 150 

Total subordinated debt ........ccsscesseeseesessseessesees 150 ~ 300 

WO issintnstseuss nmin eterna 1,799 “1,473 
Long-term DOFrOWINGS...............ccccccesesessseseseeseeen $2,425 $2,176 


*Reclassified to short-term borrowings in 1996 because the obligation is callable by 
the creditors in 1997. Swapped to variable interest rate of 5.3% as of year end 1996. 


All of the Financial Services’ long-term borrowings 
represent obligations of John Deere Capital Corporation. 

The approximate amounts of the Equipment Operations’ 
long-term borrowings maturing and sinking fund payments 
required in each of the next five years in millions of dollars are 
as follows: 1997 — $79, 1998 — $49, 1999 — $210, 2000 — $15 
and 2001 — $79. The approximate amounts of the Capital 
Corporation’s long-term borrowings maturing and sinking 
fund payments required in each of the next five years in millions 
of dollars are as follows: 1997 — $864, 1998 — $893, 1999 — $373, 
2000 — $290 and 2001 — $140. 

LEASES 


At October 31, 1996, future minimum lease payments under 
capital leases totaled $1 million in 1997. Total rental expense for 
operating leases during 1996 was $56 million compared with 
$50 million in 1995 and $49 million in 1994. At October 31, 
1996, future minimum lease payments under operating leases 
amounted to $96 million as follows: 1997 — $32, 1998 — $24, 
1999 — $11, 2000 — $7, 2001 — $5 and later years — $17. 


COMMITMENTS AND CONTINGENT LIABILITIES 


On October 31, 1996, the company’s maximum exposure under 
all credit receivable recourse provisions was $196 million for 
retail notes sold by both the Financial Services subsidiaries 
and the Equipment Operations. In addition, certain foreign 
subsidiaries have pledged assets with a balance sheet value of 
$49 million as collateral for borrowings. Also, at October 31, 
1996, the company had commitments of approximately $68 million 
for construction and acquisition of property and equipment. 


ol 
ul 


The company is subject to various unresolved legal actions 
which arise in the normal course of its business, the most 
prevalent of which relate to product liability, retail credit matters, 
and patent and trademark matters. Although it is not possible to 
predict with certainty the outcome of these unresolved legal 
actions or the range of possible loss, the company believes these 
unresolved legal actions will not have a material effect on its 
financial position or results of operations. 


CAPITAL STOCK 


Changes in the common stock account in 1994, 1995 and 1996 
were as follows: 


Number of Amount 
Shares Issued* (in millions) 

Balance at October 31, 1993.......ccceccesceseeeeees 257,241,105 $1,437 
Stock options exercised with newly issued shares... 2,582,703 37 
De@beNture CONVEFSIONS .........ssssecessseerssssssesessereees 91,776 1 
RUINS es cain tuseeen carve vaucuvisrucnanices bso tetereoecarectiosses 16 
Balance at October 31,1994 .......ssssssesseseeeesenees 259,915,584 1,491 
Transfer from retained earnings for 

three-for-one stock split (see DeloW)..........c. 175 
Stock options exercised with newly issued shares... 2,604,114 44 
De@DENTUTE CONVEFSIONS ......ssesceeesestseseseseneeeeeeees 4,386 
OU lav es sanaarsocersvenditsveineariinayenerenvetnteiieenrsnrcecy 19 
Balance at October 31, 1995......cseseseseeseeenees 262,524,084 1,729 
Stock options exercised with newly issued shares... 1,305,541 26 
Debenture conversions 3,474 
OTMEL: si siusstnosorsaraseenansavearssanantertninmnneaentaiacs 15 
Balance at October 31, 1996... 263,833,099 $1,770 


“Adjusted for three-for-one stock split. 


On November 15, 1995, the company declared a three- 
for-one stock split effected in the form of a 200 percent stock 
dividend to stockholders of record on November 17, 1995. 
This stock split was recorded as of October 31, 1995 by a transfer 
of $175 million from retained earnings to common stock, 
representing a $1 par value for each additional share issued. The 
number of common shares the company is authorized to issue 
was also increased from 200 million to 600 million and the 
number of authorized preferred shares, none of which has been 
issued, was increased from three million to nine million. 

On February 28, 1996, the company announced its intention 
to repurchase up to $500 million of Deere & Company common 
stock. At the company’s discretion, repurchases of common stock 
will be made from time to time in the open market and through 
privately negotiated transactions. The major changes during 
1996 affecting common stock in treasury included the repurchase 
of 4,970,700 shares of common stock at a cost of $200 million 
related to the repurchase program and 1,819,143 shares at a cost 
of $75 million for ongoing stock option and restricted stock plans. 
In addition, 772,223 shares of treasury stock at original cost 
of $21 million were issued under the stock option and restricted 
stock plans. 

The calculation of net income per share is based on the 
average number of shares outstanding during the year. The 
calculation of net income per share, assuming full dilution, 
recognizes the dilutive effect of the assumed exercise of stock 
appreciation rights and stock options, contingent shares and 
conversion of convertible debentures. The calculation also 
reflects adjustment for interest expense relating to the convertible 
debentures, net of applicable income taxes. 
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RESTRICTED STOCK 


Restricted shares of the company’s stock are issued to key 
employees and nonemployee directors under restricted stock 
plans approved by stockholders. Under the plans for employees, 
the company establishes the performance goals and periods of 
restriction for each award. The restrictions for the nonemployee 
directors lapse when a director retires from the Board. Under 
these plans, 5,340,000 shares may be granted as restricted stock. 

The market value of the restricted stock at the time of 
grant is recorded as unamortized restricted stock compensation 
in a separate component of stockholders’ equity and adjusted 
to current market value for performance based plans. This 
compensation is amortized to expense over the periods of 
restriction. At October 31, 1996, 3,750,272 shares remained 
available for award under all plans. 

Changes in the unamortized restricted stock compensation 
account in 1994, 1995 and 1996 were as follows: 


Number of Amount 

Shares Granted* (in millions) 
Outstanding at October 31, 1993... 753,063 $8 
GIANICG iccsscssscotsonevesessevansaonsinecdsaneasenbannayvaancansiaii 201,999 5 
Amortized and VOSted ........ccscscescssestesesteseetesesteanens (147,285) _4) 
Outstanding at October 31, 1994.00... 807,777 g 
GIANG prcctrepisiarncneazorenavencinnarentinemen 305,127 9 
Amortized and V@Sted ........cceseeseseeseeneneeeeeeeees (216,366) _ 6) 
Outstanding at October 31, 1995... eens 896,538 12 
GIANTCG, scssssssssannserscavaievanreinesreenes 4 
Amortized and vested _ ©) 
Outstanding at October 31, 1996................. 696,318 $t1 


*Adjusted for three-for-one stock split. 


If the company exceeds the goals required for the vesting 
of certain performance based restricted stock included in the 
table above, a maximum of 174,442 additional shares of company 
stock could be awarded at the end of the restricted period. The 
probable cost of the additional shares at current market value 
is amortized to expense over the restricted period of the related 
restricted stock. 


STOCK OPTIONS 


Options for the purchase of the company’s common stock are 
issued to key employees under stock option plans approved by 
stockholders. Options outstanding at October 31, 1996 generally 
become exercisable one to nine and one-half years after the date of 
grant and remain exercisable up to 10 years after the date of grant. 
The stock option plan includes authority to grant stock 
appreciation rights, either concurrently with the grant of 
options or subsequently, and to accept stock of the company in 
payment for shares under the options. At October 31, 1996, 
16,237,045 shares remained available for the granting of options. 


SS SEN 


During the last three fiscal years, changes in shares under 
option were as follows: 


Shares* Option Price Per Share* 

Outstanding at October 31, 1993....... 6,933,987 $ 7.77 - $20.02 
GFANTEM .....essesesseseeeeseeeseesessessesesveees 1,785,966 $23.56 

EXGICISEG isi ciuccinanoisranspacseoaoasenneamarines (2,582,703) $ 7.77 - $20.02 
Expired Or Cancelled ......ccccceececeeeees (762,207) $ 7.77 - $23.56 
Outstanding at October 31, 1994....... 5,375,043 $ 7.77 - $23.56 
Granted 4,229,448 $21.02 - $34.07 
Exercised (2,604,114) $ 7.77 - $23.56 
Expired or can (148,434) $ 9.04 - $23.56 
Outstanding at October 31, 1995....... 6,851,943 $ 7.77 - $34.07 
GIRO sesssseeenotroveacmaneraescernisrsuissvins 1,819,462 $ 34.13 - $47.36 
EX@rCISd .......c.scecsesssessvssvessesssssseenvossves (2,001,791) $ 7.77 - $34.07 
Expired OF CANCEMED oo... cesses (342,378) $21.02 - $34.13 
Outstanding at October 31, 1996... 6,327,236 $ 7.77 - $47.36 


“Adjusted for three-for-one stock split. 


For options outstanding at October 31, 1996, the average 
exercise price was $26.56 per share and expiration dates ranged from 
December 1996 to December 2005. Of the outstanding options, 
55,324 may be exercised in the form of stock appreciation rights. 


EMPLOYEE STOCK PURCHASE AND SAVINGS PLANS 


SS 
The company maintains the following significant plans for eligible 


employees: 
John Deere Savings and Investment Plan, for salaried employees 
John Deere Stock Purchase Plan, for salaried employees 
John Deere Tax Deferred Savings Plan, for hourly and incentive 
paid employees 
Company contributions under these plans were $35 million 
in 1996, $30 million in 1995 and $12 million in 1994. 


RETAINED EARNINGS 


a 
An analysis of the company’s retained earnings follows in millions 


of dollars: 


1996 1995 1994 
Balance, beginning of the year... $1,690 $1,354 $ 926 
INGUIMCOITE sca sca sionnininensveniintinaoiitieveencyonsanourven 817 706 604 
Dividends Aeclared ........cccscceseseeeseeseseesees (207) (195) (176) 
Transfer to capital stock for 
three-for-one Stock Split... (175) 
Balance, end of the year...................... $2,300 $1,690 $1,354 


CUMULATIVE TRANSLATION ADJUSTMENT 


An analysis of the company’s cumulative translation adjustment 
follows in millions of dollars: 


1996 1995 1994 


Balance, beginning of the year $12 $18 $42 
Translation adjustments for the Year. ......ccececeseseeeeees (1) (6) (25) 
Income taxes applicable to translation adjustments....... 3 —_ a1 
Balance, end of the year ............cccccccc estes $14 $12 $18 


FINANCIAL INSTRUMENTS 


i aadaaiae ch hia 
The fair values of financial instruments which do not approximate 
the carrying values in the financial statements at October 31 in 
millions of dollars follow: 


1996 1995 
Carrying Fair Carrying — Fair 
Value Value Value Value 
Marketable SeCuriti€S .......ccccceeeseeseees $ 869 $ 869 $ 830 $ 857 
Credit receivables and receivables related 
to asset backed securitizations........... $6,108 $6,096 $5,533 $5,536 


Long-term borrowings and related swaps: 
Equipment Operations borrowings ..... $ (626) $ (694) $ (703) $ (789) 


Financial Services borrowings............ (1,816) (1,844) (1,504) (1,545) 
Interest rate and 
foreign Currency SWAPS ............00 17 30 31 56 
OTA csstivvesenmedeadtucamortvatemen $(2,425) $(2,508) $(2176) $(2,278) 


Fair Value Estimates 
Fair values of marketable securities were estimated using quoted 
market prices. 

Fair values of the long-term credit receivables with fixed 
rates were based on the discounted values of their related cash 
flows at current market interest rates. The fair values of the 
remaining credit receivables approximated the carrying amounts. 
The fair values of receivables related to asset backed securitizations 
were based on the discounted values of their related cash flows. 

Fair values of long-term borrowings with fixed rates 
were based on the discounted values of their related cash flows 
at current market interest rates. Certain long-term borrowings of 
John Deere Capital Corporation have been swapped to current 
variable interest rates and United States dollars. Fair values of these 
swaps were based on quotes from dealers. 

Fair values and carrying values of the company’s other interest 
rate swaps and caps associated with short-term borrowings, 
foreign exchange forward contracts and options were not material. 


Derivatives 

The company enters into derivative transactions only to hedge 
exposures arising in the normal course of business, and not for 
the purpose of creating speculative positions or trading. The 
following notional or contract amounts do not represent amounts 
exchanged by the parties and, therefore, are not representative 

of the company’s risk. The net amounts exchanged are calculated 
on the basis of the notional amounts and other terms of the 
derivatives such as interest rates and exchange rates, and represent 
only a small portion of the notional amounts. The credit and 
market risks under these agreements are not considered to be 
significant since the counterparties have high credit ratings and 
the fair values and carrying values are not material. 


Interest Rate Swaps and Caps 
The company’s credit subsidiaries enter into interest rate swap and 
interest rate cap agreements related to their borrowings in order 
to more closely match the type of interest rates of the borrowings 
to those of the assets being funded. The differential to be paid or 
received on all swap and cap agreements is accrued as interest 
rates change and is recognized over the lives of the agreements 
in interest expense. Premiums are amortized to interest expense 
over the lives of the agreements. 

At October 31, 1996 and 1995, the total notional principal 
amounts of interest rate swap agreements hedging short-term 
borrowings were $346 million and $137 million, having rates of 
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5.2 to 7.4 percent and 6.5 to 7.0 percent, terminating in up 
to 12 months and four months, respectively. There were no 
interest rate cap agreements at October 31, 1996 or 1995. 

The Capital Corporation has entered into interest rate swap 
agreements with independent parties that change the effective 
rate of interest on certain long-term borrowings. The “Long- 
Term Borrowings” table on page 55 reflects the effective year- 
end variable interest rates relating to these swap agreements. 
The notional principal amounts and maturity dates of these swap 
agreements are the same as the principal amounts and maturities 
of the related borrowings. In addition, the Capital Corporation 
in 1995 had interest rate swap agreements corresponding to a 
portion of their fixed-rate long-term borrowings. At October 31, 
1995, the total notional principal amount of these interest rate 
swap agreements was $116 million, having variable interest rates 
of 6.1 to 6.5 percent, terminating in up to 16 months. 

The Capital Corporation also has interest rate swap 
agreements associated with medium-term notes. The “Long- 
Term Borrowings” table on page 55 reflects the interest rates 
relating to these swap agreements. At October 31, 1996 and 
1995, the total notional principal amounts of these swap 
agreements were $520 million and $260 million, terminating 
in up to 113 months and 83 months, respectively. 


Foreign Exchange Forward Contracts, Swaps and Options 

The company has entered into foreign exchange forward contracts, 
swaps and options in order to hedge the currency exposure of cer- 
tain assets, liabilities and expected inventory purchases. Depending 
on the item being hedged, the foreign exchange forward contract 
and swap gains or losses are accrued as foreign exchange rates 
change or “deferred until expiration of the contract, and the 
contract premiums are either amortized or deferred over the terms 
of the contracts. The option premiums and any gains are deferred 
and recorded as part of the cost of future inventory purchases. 

At October 31, 1996 and 1995, the company had foreign exchange 
forward contracts maturing in up to 11 months and seven months 
for $390 million and $349 million, respectively, and a foreign 
currency swap agreement maturing in up to 27 months and 

39 months, respectively, for $97 million. At October 31, 1996 and 
1995, the company had options maturing in up to 21 months 
and 24 months for $164 million and $190 million, respectively. 
The total deferred gains or losses on these foreign exchange 
hedges were not material at October 31, 1996 and 1995. 


CASH FLOW INFORMATION 


For purposes of the statement of consolidated cash flows, the 

company considers investments with original maturities of three 
months or less to be cash equivalents. Substantially all of the com- 
pany’s short-term borrowings mature within three months or less. 


Cash payments for interest and income taxes consisted of 
the following in millions of dollars: 


1996 1995 1994 


Interest: 
Equipment Operations .......cc.cccscececececeesseeeseees $120 $129 $123 
Financial Services ......c.csccscscsseesessseesesseseseeeeeeseeeenes 298 262 202 
Intercompany GlIMINALIONS ...... cette reeeeees (6) (6) (6) 
Consolidated oo... ceccccccccccesccscesesseeesesteeneseseteeeeense $412 $385 $319 
Income taxes: 
Equipment QOGfatIONS vcore swaeeccarsseroeserasneneesestis $513 $297 $259 
Financial Services ........c0c0 " 99 88 
Intercompany eliminations re (88) (66) 
CONSOMAED sere ccnecerorensrsaswacmecreeeaacies $308 $281 


SUPPLEMENTAL QUARTERLY INFORMATION AND DIVIDEND 
(UNAUDITED) 

Quarterly information with respect to net sales and revenues and 
earnings is shown in the following schedule. Such information is 
shown in millions of dollars except for per share amounts. 


First Second Third 


Fourth 


Quarter Quarter Quarter Quarter 
1996 
Net sales and reVEnUeS .........e $2,318 $3,089 $2,905 $2,917 
Income before income taxes........... 258 425 317 287 
Net income .........00 166 213 204 174 
Net income per share 63 1,04 19 .68 
Dividends declared per share......... .20 .20 .20 .20 
Dividends paid per share... .20 .20 20 20 
1995 
Net sales and reVENUES ........c.cse $2,088 $2,812 $2673 $2,718 
Income before income taxeS........... 221 371 273 228 
Net INCOME ..cesceseesescescesteseeseeseeseens 138 237 180 151 
Net income per share* .......ceceeee 53 .92 69 of 
Dividends declared per share”........ 18% 18% 18% .20 
Dividends paid per share™.............. 18% 18 A8Y 18 


“Adjusted for three-for-one stock split. 


Common stock per share sales prices from New York Stock 
Exchange composite transactions quotations follow: 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 
1996 Market price 
$45.00 $43.38 $44.88 
$35.63 $34.50 $34.75 
$28.50 $31.75 $30.58 
$23.58 $26.96 $26.71 


“Adjusted for three-for-one stock split. 


At October 31, 1996, there were 29,304 holders of record 
of the company’s $1 par value common stock and 19 holders 
of record of the company’s 54% convertible subordinated 
debentures due 2001. 


DIVIDEND 


A quarterly cash dividend of $.20 per share was declared at the 
Board of Directors’ meeting held on December 4, 1996, 
payable on February 3, 1997. 


DEERE & COMPANY 
TEN-YEAR SUMMARY OF CONSOLIDATED INCOME AND RETAINED EARNINGS 


(In millions of dollars Year Ended October 31 
except per share amounts) 1996 1995 1994 1993 1992 1991 1990 1989 1988 1987 
Net Sales and Revenues 
Agricultural equipment net Sale..........cccccceeeees $6,097 $5,277 $4,718 $4078 $3,759 $4054 $4519 $4110 $3348 $2309 
Industrial equipment net Sales ........cccceseseseeeeee 1,919 1,875 1,640 1,348 1,068 1,014 1,348 1,310 1,162 911 
Commercial and consumer equipment net sales...... 1,624 1,678 1,305 1,053 896 — 780 912 814 855 915 
Net sales Of CQUIDMENT .........ccscescessesteseeseeseeseeseenen 9,640 8,830 7,663 6,479 = 5,723 5,848 6,779 6,234 5,365 4,135 
Finance and interest inCOME.........ccceeeseeseseeesens 763 660 548 563 616 654 593 550 442 389 
Insurance and health care preMiUMS......cccccceee 658 628 609 497 465 424 366 320 332 247 
INVESTEC OMG casrssercoxansnnceestriacerssrsmecasscnesisi gy 66 96 94 97 96 88 86 76 62 60 
OUNGE INCOME ssssicssassssssusesevepeesvesssanecavreenwawrassmners 102 7 63 60 30 21 33 17 21 23 
GUE oniesucresvavirainosectuessswns unas lish lucaataassdbanaesbaawesenee 11,229 = 10,291 8,977 7,696 6,930 7,035 7,857 7,197 6,222 4,854 


Costs and Expenses 


Cost Of GOOdS SOIC .....scescessessesseesesseesseseaseeseesneens 7,460 6,922 6,020 5,369 4,892 4894 5424 5,025 4355 3,637 
Research and development expenses... 370 327 276 270 288 279 264 234 216 213 
Selling, administrative and general expenses ........... 1,147 1,002 907 844 843 840 792 697 666 583 
IMtereSt CXPONSE....c.ssssccesesssssssesssessesseessesseseeenssses 402 393 303 369 413 450 435 407 333 329 
Insurance and health care claims and benefits......... 502 499 512 428 410 385 317 270 275 208 
Other Operating EXPENSES ......cccsesceseseseseseeeseeeaes 61 55 38 37 40 31 38 25 16 19 
RESHUCTUNING COSTS vcsivarssvessevswessisrecormonsonesevvenrs : 107 182 40 

MORAL socossssssinsdseasens tance eaneadecse-dccnarneseteisanauansorans es 9,942 9,198 8,056 7,424 6,886 7,061 7,270 ~—«6,658 5,861 5,029 


Income (Loss) of Consolidated Group 
Before Income Taxes 


and Changes in Accounting.....................0. 1,287 1,093 921 272 44 (26) 587 539 361 (175) 
Provision (credit) for INCOME TAXES .......ccscesesceseeceseess 480 398 332 97 15 (5) 182 167 79 (70) 
Income (Loss) of Consolidated Group 

Before Changes in Accounting.................... 807 695 589 175 29 (21) 405 372 282 (105) 
Equity in Income of 

Unconsolidated Affiliates... 10 11 15 9 8 1 6 8 4 6 
Income (Loss) Before Changes 

IN ACCOUNTING... cc ceccestesesstesseestessesseeseeess 817 706 604 184 37 (20) 411 380 286 (99) 
Changes in Accounting 0.0.0.0... cece (1,105) _ 29 
Net Income (Loss) for the Year..................00. $ 817 $ 706 $ 604 $ (921) $ 37 $ (20) $ 411 $ 380 $ 315 $ (99) 
Cash Dividends Declared 

and Other Adjustment ........0...0...ccee (207) (195) (176) (157) (152) (152) (152) (97) (47) (17) 


Less transfer to common stock ($1 par value 
per share) for three-for-one split effective 


November 17, 1995 ...cscccsesscesseeseseseeseseneeee (175) 
Retained Earnings at Beginning of Year......... 1,690 1,354 926 2,004 2,119 2,291 2,032 1,749 1,481 = 1,597 
Retained Earnings at End of Year.................... $2,300 $1,690 $1,354 $ 926 $2,004 $2,119 $2,291 $2,032 $1,749 $1,481 
Income (loss) per share before changes 

(fi SCCOUNLING? svinusssrienrcexcoaventnvtersrencnmres $314 $271 $234 $ 80 $ 16 $ (09 $181 $ 169 $ 135 $ (49) 
Net income (loss) per SHAre* ......ssseesessesesrseneseseesees $314 $271 $234 $97) $ 16 $ (09 $181 $169 $ 149 $ (49) 
Net income (loss) per share assuming full dilution®... $314 $271 $ 234 $ (397) $ 16 $ (09 $181 $ 169 $ 144 $ (49) 
Dividends declared per Share”... $ 80 $ 75 $ 684 $ 664$ 664 $ 664% 664$ 434 $ 2A 08% 
Dividends paid per SHAre* ......cc.cccsessesseeseesesseeseeans $ 80 $ 734 $ 664 $ 664$ 664 $ 664$ 6C1A$ 384 $ AMe$ 10%: 
Average number of common 

shares outstanding (in thousands)” ............e0e 260,547 260,494 258,438 231,874 228,822 228.493 227648 225,502 211,465 203,690 
“Adjusted for three-for-one stock split 

effective November 17, 1995. 
Other Statistical Data 
CANA EXOENGHUES sss ssisseranaacirnvenicennctinncees $ 277 $ 263 $ 230 $ 204 $ 279 $ 298 $ 292 $ 186 $ 180 $ 166 
Provision for depreciation .........cccccscesesteeneeeeeeeseen $ 262 $ 250 $ 231 $ 226 $ 217 $ 1909 $ 177 $ 170 $ 182 $ 186 
Number of employees (at year 6nd)... 33,919 33375 34,252 33,070 34,852 36,774 38,493 38954 38,268 37,931 
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DEERE & COMPANY 
TEN-YEAR SUMMARY OF CONSOLIDATED BALANCE SHEETS 


(In millions of dollars except per share amounts) October 31 
Assets 1996 1995 1994 1993 1992 1991 1990 1989 1988 1987 
Cash and cash @quivalents ......cscsceeeseeesseeseeeee $ 291 $ 364 $ 245 $ 338 $ 217 $ 278 $ 185 $ 204 $ 266 $ 372 
Marketable SCCUITIOS ....ccscsvescessecsssssrecesssserereseseenes 869 830 1,126 995 954 857 801 725 662 536 
Receivables from unconsolidated affiliates ................ 13 2 9 4 22 18 3 5 3 
Dealer accounts and notes receivable — net.............. 3163 3,260 2,939 2,794 2,946 2,958 3,100 2,587 2,283 2,084 
Credit receivables — n@t.......cseeseeeeseseseeeteeesteens 5,912 5,345 4,502 3,755 4,395 4,754 3,896 3,358 3,019 2,/63 
QUhEF FECAIWADIES tevccssssvsieraecosrsmaumereapeverreimamanveiss 550 492 430 393 179 109 142 97 71 19 
Equipment on operating leases — net. 430 299 219 195 168 185 181 160 120 126 
ITIVEMTLOTIOS cs ssss cxaencoasesnsoryactenessczedennnassan esaanabeaninte 829 721 698 464 525 538 678 711 708 465 
Property and equipment — Net... cesses 1,352 1,336 1,314 1,240 =: 1,308 1,235 = 1,149 997 956 965 
Investments in unconsolidated affiliates . es 127 115 154 141 118 106 85 72 53 44 
Intangible assets — NOt... 286 305 284 297 337 371 240 72 23 26 
OMEMASSELS: win ssorersedassanmdasnsminnanwensreneeR 76 61 62 43 140 133 81 52 26 29 
Deferred income taxes es 653 640 680 682 24 17 12 
DOTEIEG CHANGES rsicarssxenesrecwevesxansannscsesestincverveses 112 117 119 126 113 90 114 105 77 74 
TOt a pap cssceteactirrensorceasseiaeniecessavaiderev senioerverienes $14,653 $13,847 $12,781 $11,467 $11,446 $11,649 $10,664 $9,145 $8,264 $ 7,566 
a i ee 
Liabilities and Stockholders’ Equity 
Liabilities 
Short-term DOrrOWINGS .....ccscesceeseestesesseesseeseesneeneeees $3,144 $3140 $2637 $1,601 $3080 $3,471 $2892 $2,249 $2197 $1,984 
Payables to unconsolidated affiliates......... ci 28 27 34 33 20 5 28 15 8 
Accounts payable and accrued expenses...... ey 2,676 2,933 2,285 2,086 1,845 1,804 1,722 1,579 1,453 1,320 
Insurance and health care claims and reserves......... 438 470 761 672 567 491 444 391 359 295 
ACCrUCE TAXCS visser sisssteonsretnseennameaens dats 133 73 80 71 69 85 66 rio) 15 43 
Deferred income taxes 9 16 14 9 26 75 172 148 69 116 
Long-term borrowings 2,425 2,176 2,054 2,548 2,473 2,206 1,786 1,676 1,394 1,649 
Retirement benefit accruals and other liabilities......... 2,243 2,327 2,358 2,362 716 676 546 232 230 239 
TOtAl NADI CS  anserctecarss di inmeenmtannanrenv 11,096 10,762 10,223 9,382 8,796 8,813 7,656 6,365 5,808 5,646 
Stockholders’ Equity 
Common stock issued, at Stated VaIUC...... cere 1,770 1,729 1,491 1,437 840 839 831 801 761 497 
RELAINGd GAIMINGS: sssscsecveverernmeeauvemeeerncaerciies 2,300 1,690 1,354 926 =. 2,004 2,119 2,291 2,032 1,749 1,481 
Minimum pension liability adjustment .......... eee (236) (300) (248) (215) (156) (86) (88) 
Cumulative translation adjustment... (14) (12) (18) (42) (19) (16) (11) (48) (61) (55) 
Unrealized gain on marketable securities 0.0... 14 3 
Unamortized restricted stock compensation .............. (11) (12) (9) (8) (7) (7) (6) (3) 
Common stock in treasury, At COSt.......ceeeeeeeeen (266) (13) (12) (13) (12) (13) (10) (2) (3) (3) 
Total stockholders’ @QUILY .......csceeseeeeteesteseeteees 3,557 3,085 2,558 2,085 2,650 2,836 3,008 2,/80 2,456 1,920 
TOL, .iisicamacnnmnaveinneama ncaa: $14,653 $13,847 $12,781 $11,467 $11,446 $11,649 $10,664 $9,145 $8,264 $7,566 
Book value per share (adjusted for three-for-one 
stock split effective November 17, 1995) ..........0. $1383 $11.78 $ 987 $ 813 $11.58 $1240 $1317 $12.25 $10.97 $ 9.41 


DEERE & COMPANY Corporate Data — Factories and Facilities 


CORPORATE HEADQUARTERS 


Deere & Company 
John Deere Road 
Moline, Illinois 61265-8098 


Phone: (309) 765-8000 
AGRICULTURAL EQUIPMENT 


Factories and Engineering Centers 


Arc-les-Gray, France 
balers, forage equipment, 
material-handling equipment 
Bruchsal, Germany 
tractor and combine cabs 
Des Moines, lowa 
cotton harvesting, tillage, 
planting, and spraying equipment 
East Moline, Illinois 
combine harvesters 
Horizontina, Brazil * 
agricultural tractors, combine harvesters, 
planting equipment 
Madrid, Spain 
components 
Mannheim, Germany 
agricultural tractors 
Moline, Illinois 
planting equipment and hydraulic cylinders 
Monterrey, Mexico 
tillage tools, cultivating equipment 
Nigel, South Africa 
agricultural tractors, tillage equipment 
Ottumwa, lowa 
hay and forage equipment 
Saltillo, Mexico 
agricultural tractors 
Waterloo, lowa 
agricultural tractors; product engineering; 
foundry; and major components 
Welland, Ontario, Canada 
material-handling equipment, rotary cutters 
Zweibrlicken, Germany 
combine harvesters, forage equipment 


Sales Branches 


NORTH AMERICA: 
Atlanta, Georgia 
Columbus, Ohio 
Dallas, Texas 
Kansas City, Missouri 
Minneapolis, Minnesota 
Grimsby, Ontario, Canada 


OVERSEAS: 
Brisbane, Australia 
Madrid, Spain 
Mannheim, Germany 
Milan, Italy 
Monterrey, Mexico 
Nigel, South Africa 
Nottingham, England 
Ormes, France 
Rosario, Argentina 


* owned by affiliated company 


“joint venture 


INDUSTRIAL EQUIPMENT 


Factories and Engineering Centers 


Davenport, lowa 
construction and forestry equipment 


Dubuque, lowa 
construction equipment 


Kernersville, North Carolina 


Deere - Hitachi Construction Machinery Corporation ** 


hydraulic excavators 


Saltillo, Mexico 
backhoes, excavators 


Sales and Administration Office 
Moline, Illinois 


COMMERCIAL & CONSUMER EQUIPMENT 


PARTS DISTRIBUTION CENTERS 
Milan, Illinois; Bruchsal, Germany 
EXPORT SALES BRANCHES 
Mannheim, Germany; Moline, Illinois 
JOHN DEERE CREDIT 


Factories and Engineering Centers 
Augusta, Georgia 
commercial utility tractors 


Columbia, South Carolina 
saw chain 


Enschede, The Netherlands 
commercial riding mowers 


Gastonia, North Carolina 
hand-held power products 


Greeneville, Tennessee 
walk-behind mowers and lawn tractors 


Greer, South Carolina 
hand-held power products 


Gummersbach, Germany 
walk-behind mowers 


Horicon, Wisconsin 
lawn and garden equipment 


Knoxville, Tennessee 
commercial products 


Raleigh, North Carolina 
commercial and golf and turf mowers 


Welland, Ontario, Canada 
utility vehicles 


Sales and Administration Offices 
Charlotte and Raleigh, North Carolina 
Knoxville, Tennessee 


DEERE POWER SYSTEMS GROUP 


Factories and Engineering Centers 


Coffeyville, Kansas 
power transmission equipment 


Dubuque, lowa 
engines 


Rosario, Argentina 
engines 


Saran, France 
engines 


Saltillo, Mexico 
engine assembly 


Torreon, Mexico 
engines 


Waterloo, lowa 
engines 
Sales and Administration Office 
Waterloo, lowa 


John Deere Credit Company 
Moline, Illinois 
West Des Moines, lowa 

John Deere Capital Corporation 
Reno, Nevada 


Deere Credit Services, Inc. 
Madison, Wisconsin 
Moline, Illinois 
West Des Moines, lowa 

Farm Plan Corporation 
Madison, Wisconsin 

Deere Credit, Inc. 

Alameda, California 
Newport Beach, California 
Shelton, Connecticut 

St. Petersburg, Florida 
Fort Lauderdale, Florida 
West Des Moines, lowa 
Manasquan, New Jersey 

John Deere Credit Inc. 

Burlington, Ontario, Canada 
Edmonton, Alberta, Canada 

Arrendadora John Deere S.A. de CV. 
Monterrey, Nuevo Leon, Mexico 

John Deere Credit Limited ** 

Redhill, Surrey, England 

John Deere Funding Corporation 

Reno, Nevada 


John Deere Receivables, Inc. 
Reno, Nevada 


JOHN DEERE INSURANCE GROUP 


John Deere Insurance Company 
John Deere Dealer Operations 

cline, Illinois 

John Deere Specialty Managers 

Farmington, Connecticut 

John Deere Transportation Services 

ilwaukee, Wisconsin 

Rock River Insurance Company 

Moline, Illinois 

John Deere Casualty Company 

Moline, Illinois 

John Deere Insurance Agency 

oline Illinois 


JOHN DEERE HEALTH CARE 


John Deere Health Care, Inc. 
Moline, Illinois 


John Deere Family Healthplan, Inc. 
Heritage National Healthplan, Inc. 
John Deere Healthplan of Georgia, Inc. 
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DIRECTORS 


Hans W. Becherer (10) * 
Chairman and Chief Executive Officer 
Deere & Company 


John R. Block (10) 
President 
ational-American Wholesale Grocers’ Association 
|AWGA) 


Leonard A. Hadley (2) 

Chairman and Chief Executive Officer 
aytag Corporation 

1ousehold appliances 


Regina E. Herzlinger (4) 

Professor of Business Administration 
Harvard University Graduate School 
Business Administration 


Samuel C. Johnson (23) 
Chairman 
S. C. Johnson & Son, Inc. 
consumer, commercial, and industrial products 


Arthur L. Kelly (4) 
Managing Partner 
KEL Enterprises L.P. 
holding and investment company 


Agustin Santamarina V. (5) 
Of Counsel and Retired Senior Partner 
Santamarina y Steta, S.C., Mexico City 
law firm 


William A. Schreyer (2) 
Chairman Emeritus 
Merrill Lynch & Co., Inc. 
financial services firm 


David H. Stowe, Jr. (14) 
Retired President and Chief Operating Officer 
Deere & Company 


John R. Walter (5) 
President and Chief Operating Officer 
AT&T Corporation 
telecommunications 


Arnold R. Weber (2) 
President, Civic Committee of 
The Commercial Club of Chicago 
Chancellor, Northwestern University 


So 


* years as a director 
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From left: John R. Block, David H. Stowe, Jt, Leonard A. Hadley, Regina E. Herzlinger and Agustin Santamarina V. 


COMMITTEES 

AUDIT REVIEW COMMITTEE COMPENSATION COMMITTEE 
John R. Block, Chair John R. Walter, Chair 
Leonard A. Hadley Samuel C. Johnson 

Regina E. Herzlinger William A. Schreyer 

Arthur L. Kelly Arnold R. Weber 

Agustin Santamarina V. NOMINATING COMMITTEE 
EXECUTIVE COMMITTEE Agustin Santamarina V., Chair 
Hans W. Becherer, Chair Samuel C. Johnson 

John R. Block William A. Schreyer 

Arthur L. Kelly John R. Walter 


Agustin Santamarina V. 
David H. Stowe, Jr. 
John R. Walter 


PENSION PLAN OVERSIGHT COMMITTEE 
Arthur L. Kelly, Chair 

John R. Block 

Leonard A. Hadley 

Arnold R. Weber 


CORPORATE OFFICERS 
Hans W. Becherer (34) * 


Chairman and Chief Executive Officer 


Joseph W. England (34) 
Senior Vice President, Worldwide Parts 
and Corporate Administration 


Robert W. Lane (15) 


Senior Vice President, Finance and Accounting, 
and Chief Financial Officer 


John K. Lawson (38) 


Senior Vice President 
Engineering, Information and Technology 


Michael S. Plunkett (38) 
Senior Vice President, 
Engineering, Technology and Human Resources 


G. Bart Bontems (32) 


Vice President, Industrial Relations 


Wade P. Clarke (21) 


Vice President, Government Affairs 


Robert J. Combs (8) 


Vice President, Corporate Communications 


Frank S. Cottrell (29) 


Vice President, General Counsel and 
Corporate Secretary 


Mertroe B. Hornbuckle (21) 


Vice President, Human Resources 


John J. Jenkins (29) 


Vice President and Comptroller 


; Nathan J. Jones (18) 


Vice President and Treasurer 


Richard G. Kleine (37) 


Vice President, Quality 


Robert D. Wismer (31) 


Vice President, Engineering 


“ years of company service 
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OPERATING OFFICERS 
WORLDWIDE AGRICULTURAL EQUIPMENT DIVISION 
Bernard L. Hardiek (17) 


President 
Michael Frank (30) 


Senior Vice President and Managing Director, 
Region II (Europe, Africa, Middle East) 


Robert W. Porter (32) 
Senior Vice President, 
North American Marketing 
Adel A. Zakaria (20) 


Senior Vice President, 
Worldwide Engineering and Manufacturing 


WORLDWIDE INDUSTRIAL EQUIPMENT DIVISION 
Pierre E. Leroy (20) 


President 


H. J. Markley (22) 


Senior Vice President, Manufacturing 


Jeffrey H. Peterson (28) 


Senior Vice President, Planning and 
Human Resources 


James D. White (27) 


, senior Vice President, Marketing and Sales 


WORLDWIDE COMMERCIAL & CONSUMER EQUIPMENT 
DIVISION AND DEERE POWER SYSTEMS GROUP 


Ferdinand F. Korndorf (23) 


President 


Ronald R. McDermott (24) 
_ Senior Vice President, 
Deere Power Systems Group 
Mark C. Rostvold (31) 


Senior Vice President, 
Commercial & Consumer Equipment Division 


FINANCIAL SERVICES , 
Eugene L. Schotanus (37) 


Executive Vice President 
Dennis E. Hoffmann (22) 

President, John Deere Insurance Group 
Michael P. Orr (22) 


President, John Deere Credit Company 


Richard J. Van Bell (34) 


President, John Deere Health Care, Inc. 
» 


This entire annual report was printed with soy inks on recycled paper. 
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Envirocrate, Farm Plan, Gator, GreenStar, Heritage National Healthplan, JDC, JDVision, John Deere, Maximizer, PowerTech, 
Sabre and SprayStar are trademarks of Deere & Company's products and services named in this report. 


STOCKHOLDER INFORMATION 


ANNUAL MEETING 


The annual meeting of the company’s stockholders 
will be held at 10 a.m. on February 26, 1997, 

at the Deere & Company Administrative Center, 
John Deere Road, Moline, Illinois. 


TRANSFER AGENT AND REGISTRAR 


Communications concerning transfer requirements, 
address changes, dividends, reinvestment enrollment, 
and lost certificates should be addressed|to: 

ChaseMellon Shareholder Services 

PO. Box 590 

Ridgefield Park, New Jersey 07660 


Phone toll-free: 1-800-268-7369 


DIVIDEND REINVESTMENT PLAN 


Stockholders may build their investment in the 
company through the Automatic Dividend 
Reinvestment Plan. For enrollment information or 
inquiries about existing reinvestment accounts, 
Call the toll-free number above, or write: 


ChaseMellon Shareholder Services 
PO. Box 750 
Pittsburgh, Pennsylvania 15230 


Deere & Company Stockholder Relations welcomes 
comments. To contact that department directly, write: 


Deere & Company 

Stockholder Relations Department 
John Deere Road 

Moline, Illinois 61265-8098 


Phone: (309) 765-4539 
Fax: (309) 765-5671 
Internet: http://Awww.deere.com 


STOCK EXCHANGES 


Deere & Company common stock is traded| under 
the symbol “DE” and is listed on the following exchanges: 


New York Stock Exchange 
Chicago Stock Exchange 
Frankfurt, Germany, Stock Exchange 


INVESTOR INFORMATION 


Securities analysts, portfolio managers and 
representatives of financial institutions seeking 
financial and operating information may contact: 
Marie Ziegler, Director, Investor Relations 
Deere & Company 
John Deere Road 
Moline, Illinois 61265-8098 


Phone: (309) 765-4491 
Internet: http:/Awww.deere:com 


FORM 10-K 

The Form) 10-K annuall report to the Securities 
and Exchange Commission will be available to 
stockholders in February upon written request to 
Deere & Company Stockholder Relations. 


AUDITORS 
Deloitte & Touche we 
Chicago, Illinois 


Deere & Company 
John Deere Road - 
Moline, Illinois 61265 


Phone: (309) 765-8000. 
Internet: http://www.deere.com 


JOHN DEERE 
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